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Wa affimn that:

We ara cefified public accountanls licensed to practlee in Michigan.

We further affinm the follewing malerial, "ne” respanses have been disclosed in the financial slatements, ingluding the notes, or in the
Manzgament Letler {report of comments and recommendations),
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Chack each applisable box below. (See inslruclions for further delzll. |

Al requlred componenl unils/fundsfagencies of the local unit are included in the Bnancial slatements andfor disclosed in he
reparting enlily noles to lhe financlal slatements as necessary,

Thera are no accumulated defics in one or more of this unif's unreserved fund balancesfunrestricled net assets
{F.A_ 275 of 198D) or the lacal unil has not exceeded its budge! for expendilures.

The |ocal unit |5 In compliance with the Uniferm Chast of Accaunts issued by the Departmenl of Treasury,
T local unit has zdapled 2 budaat for ail required funrds.

A publle keanng on the budget was held in accordance wilh Skate statule,

The |local unit has not viplated the Municlpal Finance Act, an order Issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Loca) Audil and Finance Division.

The tecal unit itas not been delinquent in distribuling lax revenues that were collected for another taxing unit.
The tocal untt only holds deposilsinvestments that comply wilh slatutory requirements.

The focal unit has no ifegal or snavthorzed expenditures that came 1o our attention 35 defined in the Buliaiin for
Audits of Local Unils of Govarmmeni in Michigan, a5 evised [see Appendix H of Bullelin).

Thefz are ng Indications of defalcaiion, fraud or embezzlement, which came to our alentlon durlng The course of our audit

that have not been previously communicalad ta the Local Audit and Fingnce Divislon (LAFDY. if these /s such aotivily that has
not been cammupicated, please submit a separate report under separale cover.

The local unit is free of repeated comments from previaus years,
The audit gpinion b5 UNGUALIFIED.

The local unit has complied wilh GASE 34 or SASE 34 as madified by MOGEAA Statement #7 and othar generally
accepted accounting principles (GAAP).

The board or council agpreves all Invoices prior lo payment as required by charer or stabute.
T our knowtedge, bank reconciliaions that were reviewed ware pedormed himely.

IF 2 local urlt of government (authorities and commissians inciuded) Is aperaling within the boundarias of the audiled entity and is not

included in this or any other audil repod, nor do they oblaln & stand-alone audit, please enclose e name(s), address{es). and a
deschption(s) of the authorily andfor commission,

|, ihe undersigned, cerify Ihat lhis statemenlis complele and accurale in all respects.

We have enclosad the following: Enclosed | Mol Requlred (enler a brief [ustificallan}

Financial Slalermenls

The leter of Commenis and Recommendalions E'
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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Members of the City Couneil
City of Hancock

Hancock, Michigan

We have eudited the accompany ing financial statements of the governmental activities, the business-type activities, each
reajor fund, and the aggregate remeining fund information of the City of Hancock as of and for the year then ended June
30, 2047, which collectively comprise the City's basic financial statements as Hsted in the table of contents. These

financial statements are the responsibility of the City of Hancock’s management. Owr responsibility is to express an
opinion on these financial statements based on our audit,

We conducted our andit in accordance with avditing standards generaily accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plen and perform the audit to obtain reasonable assurance about
whether the finencial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presemtation. We helieve that cur audit provides e ressonable basis for our opinion.

In pur opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the govermmental activities, business-type activities, each major fund, and the aggregate remaining fund
information of the City of Harcock as of June 30, 2087, and the respective changes in financial position for the year then
snded in conformity with acoounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issved a report dated Decomber 12, 2007 on our
consideration of the City of Hancock's internal control over fingncial reporting and our tests of its compliance with
certain provisions of laws, regulations, coniracis, grant agreements, and other meatters. The purpose of that teport is to
describe the scope of our testing of internal coatrol over finencial reporting and compliance and the results of that testing,
and pot to provide an opinion on internal contrel over financia) reporting or on compliance, That report is an integral part

of an avdit performed in accordance with Government Auditing Standards and should be considered in assessing the resuits
of our audit.

The management’s discussion and analysis and bedgetery comparison information on pages 8 through 16 and 47 through
50, are not a required part of the basic financial statements but are supplementary information required by aecounting
principles penerally accepted in the United States of America. We have applied certain limited procedures, which
consisted principaily of inquiries of management regarding the methods of messurement and presentation of the
supplementary information, However, we did not audit the infornation and express any opinion on it.



Chr andit was conducted for the purpose of forming opinions on the Anancial statements that coliectively comprise the
City of Hancock’s basic financial statements. The additional information on pages 52 to 88 is presented for purposes of
additional analysis and is not arequired part of the basic financial statement. The accompanying schedule of expendilures
of federal awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circwlar A-133, dudits of States, Local Governments, and Non-Profit Organizations, and is also not a required part of the
basic financial statements of the City of Hancock. This additional information has been subject to the auditing procedures

applied in the audit of the basic financial statements and, in cur opinion, are Fairly stated in all material respects in relation
to the basic inancial statements taken as a whele.

Brrea A RPukiita, PR, PC.

December 12, 2007 Cerlified Fublic Accountants



City of Hancock
Managemen#’s Discussion and Analysis
June 30, 2007

This section of the City of Hancock’s annual Financial Report presents the Management Discussion and Analysis of the
City’s financial activities during the fiscal year ended June 30, 20607. The analysis focuses on the City’s financial

performance as 2 whole. Tt is inteaded to be read as part of the City’s financial statements, which imimediaiely foilow this
section.

Financial Highlights

* The assels of the City of Hancock exceeded its liabilities at the close of the most recent fiscal year by §4,243,959 {net
assets). Ofthis amount, 32,768,261 (unreserved net assets) may be used to moeet the government’s ongoing obligations.

» The City of Hancock’s total net assets decreased by $115,787. This was the result of a increase in net assets of
governmental activities of $19,728 along with a decrease in the assets of business-type activities of $135,515.

* The City of Hancock had charges {or services of$1,629,0268 in governmental activities and 31,204,313 for business-type
aclivities and cxpenses totaling $6,150,179 during the year ended June 30, 2007,

* At the close of the fiscal year, the City of Harcock’s governmental funds reported a combined ending fund balance of
$2,341,292. This is an increase of $19,7258.

* At the end of the current fiscal year, vnreserved fund balance for the general fund was F490,704 or 26 percent of total

general firnd expenditures and operating transfers to other funds in comparison to $445,437 at the ciose of the prior year,
an increase of 545,287,

» The City of Hancock expended $507,962 in federal awards requiring the Cily undergo a Single Audit. The schedule of

federal expenditure awards is located on page 93. A majority of the federal expenditures was related to the Rental
Fehahilitation Grant.

* During the fiscal year the City was able to eliminate a defieit totaling 54,723 that was reported in the prior year for the

Parking Meter Fund. The City had a fund balauce as of June 30, 2007 in the Parking deter Fund in the amount of
$2.895.

Overview of the Financial Statements
The annual reporl consists of a series of financial statements including other requircments as foliows:

» Management's Discussion and Analysis introduces the basic financial siatemnents and provides an analytical overview
of the City’s financial activities.

* The Government-wide Financial Statements consists ofa Statement of Net Assets and a Statement of Activities, These
provide information about the activities of the City as a whole and represent an overall view of the City's finances,

Statement of Met Assefs and the Stotament of Activiries

These statements provide information that help determine how the City is doing financially ag a resull of the year’s
activities. The statemerls are shown wsing a full accrus) basis.



City of Hancock
Management’s Discussion and Analysis
June 30, 2007

Overview of the Financial Statements - Continued

The City’s net assets and the changes in tlie net assets during the year are reparted by these two statements. Inereases or
decreases in the City™s net assets is one way to determine if the financial position of the City is improving or deteriocrating,
However, non-financial factors will need to be considered as well to determine the overall financial position of the City.

There are two kinds of activities in the Statement of Net Assets and the Statement of Activities:

Govemnmental Activities - Most ofthe City's basic services are reported here, including peneral administration, Are, public

works, and parks and recreation. These activities are financed primarily by properly taxes, intergovernmenial revenues,
and charges for services.

Major Funds: Under GASB Statement 34, (he audit focos has shifted from governmental type funds to major Funds.
Major funds are the largest funds in terms of assets, liabilities, revenues or expensesfexpenditures. This allows the

reader to see more detailed activity of the major funds. For the City of Hancock the General Fund, Major Street Fund,
Local Street Fund, and CDBG Fund meet this requirement.

Non-major Funds: In the basic financial statements, non-major funds are consolidated into one eolumn. These are

smaller, less active funds. Detailed information about non-major tunds can be found after the notes to the financial
statements,

Business-Type Activities - Business-type activities represent those activities for which the City charges [ees to customers
to cover the cost of services. The City’s Sewer, Water, Transit and Parking Meter Funds are business-type funds.

+ Fend Financial Statements tell how governmental services were financed in the short term as well as what remains for
future spending. These statements also report the City’s operations in more detail thaa the Government-wide Financial
Statements by providing information about the most significant funds.

]

Notes o the financial statements provide additional information that is essential to 2 full upderstanding of the data
provided in the basic finaneial statements.

* Required supplementary information, other than Management Discussion and Analysis, provides information about the
required budgetary comparison information.

- Other supplementary information provides detailed information about the General Fund, Special Revenue Funds, and
Praprietary Funds,

Governmental Fands - The City’s basic services are mainly reported in this type of fund, which concentrates on how
money goes into and cut of these funds and the balances left at year end that are available for spending. Modified accrual
accounting is the reporting method used for these funds. These statements provide a short-term view of the City’s general
governmental operations and the basic services it provides in detail. Information in these statements help determine
whether there are more or fewer financial resources that can be spent in the future to finance the City’s programs.

Governmental funds are essentially the same as the governmental aclivities with the exception that internal services are
melded in povernmental activitics but oot as governmental funds. Governmental funds use a modified accrual basis of

accounting and focus on neac-term inflows and outflows of spendable resources and on the balances of spendable
TeS0Urces.



City of Hancock
Management’s Discussion and Analysis
June 3, 2007

Overview of fhe Financial Statements - Continned

In governmental funds, capital outlay end debt principal are reported on the Statemeni of Revenues, Expenditures and

Changes in Fund Balance and depreciation is not recorded. The Baiance Sheet for povernmental funds does not include
any capitai assets or long-term debt,

Proprietary Funds - Proprietary funds use a full acerual methed of accounting for both rovernment-wids stalements and
fund level statements. Thare are bwo types of proprietary funds,

Enterprise funds are used to report business like activities. In general, these funds charge a {ee for their services. The
City uses cnterprise funds for transit, parking meter, water and sewer. Proprietary funds are reported in the same way
that all aetivities are reported in the Statement of Net Assets and the Statement of Activities. The City’s enterprise funds
are the same as the business-type activities we report in the government-wide statements bul pravide morc detal and
additional information, such as cash flows for proprielary funds. Waler and Sewer funds quaiify as major funds.

Taternal service funds provide services lo other City activities or functions. Internal service funds facilitate cost

allocation of centralized services such as vehicle and equipment maintenance. The Employee Benefit fund and the
Motor Vehicle Tunds are the only intemnal service fonds,

Compeonent Units - The City has one discretely presented component included in this report, the Downtown Development
Authority (DDA). Although legally separate, this component unit is important because the City is financially accountable
for the DDA, This component unit is shown in a separate colomn. The City alsg has a blended component unit, the Ciry
of Hancack Building Authority. The Authority is reported as if it were part of the City’s operations because its primary

purpose is that of a financing vehicle for the construction of City faciiities. Further information on the componant units
are found in Note A of the financial statements,

Summary of Net Assels
Governmentsl  Business-type
Achivities Activities
Asgils
Current and other assets by 1431481 % 43,605
Capital assets- Net of accumulated depreciation 3,255.495 3,635,700
Total Assets 3§ 4,686,977 § 3 684,395
Liabilities
Current liabilities L 166,768 % 45,166
Lorp-term liabilities 237806 1,632,563
Totai Liabilities 2445 685 1,681,728
Met Assels
Invested in property and equipment - aet of relaicd debl 1,089 343 o
Contributed capital ] 0
Restricted For debt (2,116,537} 0
Reserved 159,876 343016
Tnresiricied 1,108,610 1,659 651
Total MNet Assets 3,24) 292 2,002 667

Total Liabilities and Net Assels % 4 6865977 S 3,684 395

10



City of Hancock
Management’s Discussion and Anakysis

Juae 30, 2007
Resuits of Operations
Govemnmental  Business-type
Activities Activities
Revenues
Program Revenue;
Charges for services 3 1,629.020 & 1,200,313
Grante and contributions 358,812 74265
Capital grants and contributions 124 754 0
General Revenue:
Propeity taxes 1,081,879 0
State shared revenue 1,080,851 ]
Cther 475,482 44,306
Transfcrs g #9312
Taotal Revenue 4,730,368 1,413,396
Functions/Program Expenses
General povernment 1,455,711 ]
Public safety 639,154 ]
Public works 1,950,351 1,548,911
Samitation 278,372 0
Reereation and culture 134,796 0
Interest on long-term debt 25,291 0
Cither 157,583 [H
Tratislers £2.312 1]
Teral Expenses 4,730,580 1,548,911
Change in Mat Assets 19,72% {135,515}
Met Assets - Beginning 2,221,564 2 138,182
Met Assets - Ending @ 2241292 % 2002 567

The foilowing two charts highiight the City's governmental activities by revenues and expenses,

Revenues-Governmental Activities

Translens {0 Ha)

Ouilecr {10 44 %)

Changes Bar Sorvives (H.2944]

Simle shared pevein [22. 795}

T br] Cordid=Aioes | T.5513)

Fasiporty laes { 22 7L} Capoal greni (262%)
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City of Hancork
Management’s Discussion and Anslysis
June 30, 2007

The moest significant portions of the revenues for all governmenial activities of the City comes from property taxes, The
City’s operating millage was 14.429,

The state revenue represents state shared revenue and funds for the Major and Local Street Funds from the Michigan
Transportation Fund.

The charges are & combination of charges from the internal service funds for employee benefits pad the use of the motor
vehicles, as well as parbage colleciion revenue and campground revenue.

Expenses-Goveraments] Activities

Croarmar on
L1 T Y

el g eme = (10 7700

Bubt; Works (401320
Pz Raloy [12.30%)

The generai area expenses represent City hall activities. The major, local and motor vehicle expenses are included in the
public works area, Police and fire expenses are included in jblic safety.

The following two charts highlight the City’s busingss-type activitics by revenues and expenses.

Revenues-Business-Type Activities

Ouher (0.73%} Trensfen (G 12%1

sfinls and Comtehenimy [ T024)

Cherges far Serviees [§9.52%)



City of Hancoek

Management'’s Discussion and Anakysis
June 30, 2007

Expenditurcs-Business-Type Activities

Weier 44,3453} Sewer 144054

Tramil (00,1044 Turking {1284}

Significant
Transactions and Changes in Endividual Funds

A comparison of revenuesftransfers, expenditores/transfers and fund balances is as foliows:

GENERAL FUND
Cuirent Year Brior Year Change
Revenues/Trapsfers g 1,901,001 % 2510002 & (549,501}
Expenditures/Transfers by L2177t & 2547152 % (629.435)
Fund Balapge 5 551388 % 508,104 £ 43284

The General Fund saw an decrease in revenues and expenditures of $549,901and $632,435, respeetfully. This represents
the prior year's USDA Community Facilities Loan that was for the purchase of two fire trucks.

SPECIAL REVENUE FUNDS
Current Year Prior Year Chanee
Major Street Fund:
Revenues/Transfers £ 562,598 % 308,286 % 54312
Expenditures/Transfers ¥ G48.78% X 465305 § 183,484
Fund Balance {Deficil) 3 {62475 § 2376 s {86,191)
Local Sreet Fund:
Revenues/Transfers B 345,507 % 334,729 % 10,778
Expenditures/Transfers b3 414,262 8§ J2549% % BR,763
Fund Batance {Deficit) ¥ {68,755y § g 3 (GH, 755}
CDBG Fund:
Revenoes Transfers by 476,269  § 130,617 & 345,652
Expenditures/Transfers & 485740 S 32N 3 450,470
Fund Balance 5 G316 % 23,787 § 9,471}
Elevation Sireet TiF Fund:
Revenues/Transfers b 231808 = 20,794 % 3,104
Expeadituves/Translers ) ' 50 % 14316 % £14,256}
Fund Balance 3 B2 R34 § B5,996 § 23,338

13



City of Hancock
Management’s Discussion and Analysis
June 30, 2007

Significant Transactions and Changes in Individua] Funds {Coatinued)

Major Strest Fund - The mcrease in revenuesfiransfers of $54,312 are from the combination of a prant recejved and a

decrease in state revenues and transfers. Expensesfiransfers increased by $183,484 due to expenses related to the grant
received and minor increases in most other areas,

Local Street Fund - The inerease in revenuesfiransfers are from minor increases in all revenue areas. The increase in
expenses are from increases in construction and maintenance costs.

CDBG Fund - The CDBG fund had a significant increase in both revenues and expenditures due {0 a large grant received
i during the year that was used for construction.

ENTEREPRISE FIINDS
Curzent Year Prior Year Chanpe
Parking Meter Fupd
Revenoes/Transfzrs 5 27495 % 18970 % B,5325
Expendimres/ Transfers b 19877 % 20408 % (531)
Relained Eammings (Delicid) b 2,895 5§ {4,723y § 7,618
Transit Fund
Revenues/ Transfors g 166999 § 127855 8§ 39,144
Expenditures/Trans{ers 3 160929 3 170,595 & {10,650)
Retained Earnings (Delicif) b G537 8 (1,387 8 6,070
Sewer Fund
RevenuesTransfers £ 627,193 § 633683 £ {6,490%
Expenditures! Trans{ers g 662,811 § 662,164 3 20,647
Redained Eamings T 1383828 5 1439445 % {55,518}
Water Fund
Revenues,Transfers 3 91e 5 568,160 % 23,549
ExpendituresTransfers 5 665,294 % 694,042 3 {8,748)
Retained Eaminps 3 821,261 & 714846 % {93,585)

Parking Meter Fund - The Parking Metor Fund showed an increase in parking meter fines.

Transit Fund - The Transit Fund had increases in revenues from state grants, contributions, fare box, and bus passes. The

major increase being the returned contributions from Portage Hospital and Lakeview Manor. Expenditures showed
decreases overall.

Sewer Fund - The Sewer Fund’s expentlilures increased by $20,647 this fiscal year. A significant portion of this can be
attributed to the 341,000 increase in billing from Portage Lake Water and Sewer Authority. Cther areas of expenditures
such as salaries, fringe benefits, supplies, and equipment rental showed decreases.

Waler Fund - The Water Funds revenues increased by $23,549 from water killing and other charges.

DEBT SERVICE (BUTLDING AUTHORITY)

Current Year Frior Year hange
Revenues/Transfers 5 97,224 ] 98,722 & {1,493
Expenditvres/Transfars £ 97218 £ 98,705 ] {1,487}
Fund Balance 1y 1,750 ] 1749 ] 11
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City of Hancock
Management’s Discussion and Analysis
June 30, 2007

Sipmificant Transactions and Changes in ¥odividual Funds {Continued}

RESIDENTIAL CAPITAL PROJECTS

Current ¥ear Prior Year Change
Revenues/Transfers 3 3345 5 50,265 § {16,850)
Expenditures/Transfers Y a3l % 36739 % 27,802
Fund Balance E 1986 % 33,202 % (31,216)

Revenue from lot sales decreased from prior year. Expenditures change represent a combination of ingreases in equipment
rental and supplies and a decrease in eontracted services,

WTERNAL SERVICE FUNDS

Employee Benelfits Fund - Revenue decreased due 1o fewer charges to other governmental nnits, Expenses decreased from
a combination of decreases in inswrance and sick pay and increases in retirement.

Current Year Prior Year Chanee
RevenuesfTransfors 5 792,156 % 852068 5 {69,872}
Expenditures/Transfers I 167,543 8 20402 % (61,859}
Fund Balance 5 67491 § 43838 § 24,653

Motar Vehicle Fynd - The Motor Vehicle Fund had a decrease in revenues from fewer sales of fixed assets. Total
expenditures increased from the purchase of fixed assets and minor increases in salaries, fringe benefits, and supplies.

Current Year Prior Year Change
Revenues/Transfers g 540738 § 530850 % (1o,1143
Expendinares/Transfers b 452081 3§ qd3231 8§ 8,860
Fund Bafance 3 566021 3 477368 § 88,655

Financial Analysis

Governmental Funds: The focus of the City's governmental funds is to provide information on rear-term inflows, outflows
and balances of spendable resources. Such information is usefit] in assessing the City’s financing requirements. In

particular, vareserved fund balance may serve as a useful ineasure of 2 government’s net resonrces available for spending
at the end of the fiscal year.

As of the end of the current fiscal year, the City’s governmental furds reported combined unreserved fund balances of
3441 834,

The General Fund is the main operating fond of the City. At the end of the current fiscal year, unreserved fund balance
of the General Fund was $490,704. As a measure of the General Fund’s liquidity, it may be uscful 1o compare both

unreserved fund balance to lotal fund expenditures. Unreserved fund balance represents 26% of total General Fund
expenditures.

The fund belance of the City’s General Fund increased by $43,284 during the {iscal year.

Froprietary Funds: The City’s proprietary funds provides the same type of information found in the government-wide

tinancial statements, but in more detail. Fund equity at the end of the year amounted to $2,602,667. Of this amount
51,659,651 18 unrestricted,



City of Hancock
Management’s Discussion and Anzlysis
June 30, 2007

Capital Assets and Debt Administration

The City’s investment in capital assets for the governmental and business-type activities as of June 30, 2007, amounts to
$6,891,196. This investment in capital assets incindes land, beildings, improvements, machinery and equipment. The
Major Streel Fund capital assets increased from the Elevations Street improvements.

Additional information on the City’s capital assels can be found starting on page 35 of this report,

Long-term debt: At the end of the cument fiscal year, the City had total debt of $3,709,576. This tois] amount is backed
by the full faith and credit of the City.

Additional information on the City’s long-term debi can be found starting page 36 of this report,

Request for Information

This financial report is designed to provide our citizens , taxpayers, customers, investors and creditors with a peneral
overview of the City’s finances. If you have questions about this report or need additional informatica, contact the City
Manager at 399 Quincy Street, Hancock, Michigan 49933 or call {906} 482-2720.
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ASSETS:
CURRENT ASSETS:
{Cash
Restricted cash
Investments
Restricted inveshnents
Receivables
inventories
Prepaid expenses
Dwe From: Aduciary futds
Internai balances
Dhag From other governmental wnits
TOTAL CURRENT ASSETS

NONCURRENT ASSETS:
Mou-depreciable capital assets
Depreciable capital assets-MNet

TOTAL NONCURRENT ASSETS

TOTAL ASSETS §

LIABILITIES:
CURRENT LIABILITIES:
Accounts payable and acerued expenses
[hae to other gavernmental units
Bonds payable, current maturilies
Mote payable, current maturities
TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITEES:
Bonds payable, less current matarities
Mote payable, less current maturities
Compensated absences

TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES

WET ASEETS:

Invested in capital assets, net of related debt

Restricted for debt service
Reserved

Unreserved

TETAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS S

CITY OF HANCOCK

STATEMENT OF NET ASSETS

June 30, 2007

Primary Government

Governmental Business-bype Compoasnt
Achvities Activities Total Enits
% 188,78¢ % 67,749 % 356,338 % 137,732
175,050 107,346 282396 -
23,039 - 28,039 -
- 237,034 237,034 -
190,654 130,682 321,336 18,300
57,353 82,441 139,834 -
88,707 2,108 LR R -
4. BR2 - 4 882 -
573,665 {378,665) - -
111,302 - 111,202 -
1.431 48] 48 625 1480175 156,232
163,800 - 163,500 114,288
3,091,696 3,635,700 §,727.396 -
3,255,496 3,635,700 5,891,195 114,288
4,686,977 & 3684385 % B371372 § 370520
3 54,396 % 583 3 a0l g -
- 8,531 8,531 -
61,000 335,660 96,008 -
51,373 - 51,273 -
166,769 49,166 2155935 -
1,317,000 1,632,587 3,449,562 -
112,643 - 112,643 -
349273 - 349373 -
2.273.918 1,632,562 3,911,478 -
2445 685 | 681,738 4,127 413 -
3,089,243 - 3,089,343 -
{2,116,537) - (2,116,337 -
159,876 343,018 302,892
1,158,610 LA59 651 2,768,761 270.520
2,241,293 2,002,667 4,243,959 270,520
1686977 & 3684305 % B3¥1372 08 770,520

The accompanying noies to financial slatements are an integral part of this statement.
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CITY OF HANCOCK

STATEMENT OF ACTIVITIES
June 30, 2007

Propmm Rgvenues

et (Expense) Revenus and
Chnnges in MNed Assels

Giprroing Capinnd Primmnpy Governmeni
Chorges for  Grnttond  Cmasond  Govemmenta]  Business-Type Compenenl
B nses Rrrviges Contributinns  Cokfrihutiens Activiifer Activities Tral Llmji
FIINCTIONS/FRO is
Primary povemmeat;
Govemment nclivilies:
Getert povermment 5  1LA455.71] 8 744,541 & -5 -5 (T, 168} 5 - & (Tii. 158} § -
Public sefory 639,164 2,144 3,000 - (834 0240} - (634020 -
Public works 1,250,351 530033 355,812 124 264 (931232} - (931, 242) -
Sonitaticn 278371 162 764 - (115,578} - (L15.578) -
Reoreption mrd cultune 134,796 1,145 . - {71651} - [71.651) -
Interest gr fong-lerm deby 25,291 - - - {25291} - (25,291}
Other 1571,5E1 117,361 - - {40232 - (A0 222 -
Tolol pavernienlul oclivitics 4 6d) 268 | A39,0010 352 RI1ZT 124 354 (1523172} - 2529172 -
Busiress-ty e aetivilivs:
Whater GE3,294 532 47T} - - - (152 524} {152 834} -
Sewer BETEN 619 E6d - . . (52,247 61547} .
Purking Moier 19,877 12,531 - - - [7.3d6a) {7.346) -
Tronsil 160,929 35,448 Te265 - - {45,310) 46,2151 -
Tatpl business-type eclivitics 1548511 200,313 T3 265 - - 260331 269,337 -
Totel pimory govenment §_§190,172 & > A9 333 i 435097 & 12 26 {2,539.1723 [26%,333) (2. 798,503} -
Companeat unil;
DA Thstrict e I L% 1. -1 -k o5 = - z - {36,391}
Ceneral Reweniies:
Propety taxes, levied for peneml apemtions }OE1,E7T% - i.081, 879 103208
Sturc shared revenus L 080851 - 1,050,851 -
Imi¢rest and invesimenl cortings 33,524 13,523 47047 1.33)
Trenzless {80,112} B3 1iz2 - -
Gain un sole of asseis 120,571 - 120,571 -
Qiher 321,387 I 283 132,370 57T
Tolnl generk revenues, lransfers, ond speciol idems 2,548 S 133 818 2682714 T og
Change in el Assels 19,728 (135,515 (L15787) 51,534
Mel Asgels - Beginning 221 564 3138 |82 4355746 NG ORG

Her Assuls - Ending

5 2241308 © 2002 667 3 4343059 % 210,570

The accompenying notes 1o financial statements are an integral part of this statement,

18



CITY OF HANCOCEK

BALANCE SHEET - GOVERNMENTAL FUNDS

June 3, 2007
Cither
Major Uovernmentai Funds Mon-major Total
General Majar Street Local Seet  CDBG Governmentai Governmentai
Cund Fund Fund Fund Funds Funds
ASBETS:
Cash and cash equivalents 4 68,019 5 14,628 & 2244 § - 63,936 5 148,327
Investmenis 28,039 - - - - 28,039
Taxes receivabic 45,179 - 20,381 . 45 136,603
Accouns receivable 39582 - - - - 39,582
Due fram other funds 327460 - 60,000 - 39,000 476450
Due Bom governmental units 62,467 32,851 15,984 - - iil,302
Inventary 0,584 - - - - 30684
Prepaid expenses 15,468 - - - - 33,468
Resiricted cash 60,774 - - 116.860 1. 760 173,394
TOTAL ASSETS F 608673 F 47479 % 168,609 % 110.860 4741 5 1,130,361
LTABILITIES:
Accounts payable B -5 - & - 5 24,544 - 5 24,544
Accrued expenscs 12,024 791 213 - 831 14,059
Dute to other funds 135 260 108,663 236,451 - 10,330 481704
TOTAL LIABTLITIES 147.284 109954 231,364 24,544 1,158 530,307
FUND BALANCES:
Reserved &0,584 - - o3, 787 1,749 138,220
Unreserved 490,704 (82.475) _ [68.755) {3471) 21,831 441 534
551 %3 {62,475 {68,735} £6.315 93,580 600,054
TOTAL LIABILITIES AND
FUND BALANCES ) peR 6T § 47479 % 168509 5 110.860 S 04 741
Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not fipancial resources and therefore are not
repored in the funds, 3,075,649
Tnternal service fund is used to charge costs of equipment and operations to individual
funids. The assets and liabilitics are mcluded in the povernmental activities of the
statement of net assets, 633,512
Long-term liabilities, including honrds payable are not due and payable in the current period and
thercfore are not reparted in the funds. {2.067.923%

Met assels of povernmental activities

b 3.741.3602

The accompanying notes to financial statements are an integral parl of this statement,

i9



CITY OF HANCOCK
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND

Al A M L N TV Dy, TrAt DAXEFLL

CHANGES IN FUND BALANCES

Year Ended June 30, 2007
Other
Major Governmental Funds Non-major Total
lajor Loca Governmental Goverrinental
Revenues: Ceneral Btreet Street CDEG Funds Funds
Taxs 5 05R397 & -5 00380 % -5 23,0062 3 1081879
Stare revenne 473,187 436,483 171,181 - - 1,080,851
Federal revenue 3,000 124,264 - 355,812 - 433,078
Charges for services 344 9325 - - - 130,220 475,145
Interest 39,731 843 726 - 1,33} 42 520
Cither revenue 13,761 1.008 679 120,457 - 253.905
TFotal revenues 1.961.001 362,398 262955 476 269 154,542 3217.376
Expenditures:
Geoeral government 3R0.026 32,208 £A436 65,543 16,545 500,758
Pubiic safery 639,164 - - - - 632,168
Public works 182,974 616,581 407,325 420,197 48,144 1,675,722
Senitation 278372 - - - - 27R3732
Recreation and culture 134,795 - - - - 134,796
Deht Service 53,291 - - - - 53,27
Other 772410 - - - 97320 174,61
Total expenditures 1,743 864 648,789 414,262 485 740 61 909 3456.564
Excess {(deficiency) of revenue
over expenditures 215,137 (B4 1913 _ {i51.29&) {9 4711 {7.3671 {32 188}
Cither Financing Sources (Uses)
Operating transfers in - - 22,541 - - B2,54i
Operating transfers cut (171.853) - - - - (171,853
Totel other Bnancing sources {uses) {171,853} - 32541 - - {89,312
et change in fund balance 43,234 {86,191}  {68,755) {9,471} {7,367} {128 500
Fund Balances - Bepinning of Year 308,104 23,716 - 93,787 93198
Fund Balances - End of Year S 531388 % (62475)8 {68755)8 86316 & 91831
Amcunts reported for governmentai activities in the statement af activities are diffcrent because:
Governmental funds do not record depreciation and report capital outlays as expenditures. This amount
represents depreciation, {13,694}
Bepayment of loan prineipal is an expenditura in the governmental funds, but not in the statement of activities
whaere it reduces long-term debi, {59,000
Accreed expenses recorded in the statement of activities are not recorded as expenditures in the povernmental
funds untii they are incurred. {10,388)
Internal service fund is used to charge costs of equipment and operatisns o
individeal funds. The net revenue {expense) is reparted with govemmental activities. {113,308}
Change in pet assets of poverninental aclivities b 19,728

The accompanying notes to financial statements are an integral part of this statement.
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ASSETS:
Current asscis:

Cash and cash voquivalents
Restricted cash
Restricted investmenls
Accounts receivable
Inventory
Bue from ether funds
Prepaid expenses
Tetal current assals
Property, plant, and equipment

Accurnuizted depreciation & atmertization _(4.544,328)

TOTAIL ASSETS

LIABILITIES:
Cuwrent liabilities:
Accounts payable
Accrued expenses
Dve to other funds
Due to other governmental units
Current maturities an long term debt
Total current liabilities
Loag-tersn liabilities:
Bonds/note payabie
TOTAL LIABILITIES

FUND EQUITY
Retained earnings:
Reserved
Unreserved
Total retained camings
TOTAL FUND EGUITY

CITY OF HANCOCK

PROFPRIFTARY FUNDS
BALANCE SHEET
Year Ended June 30, 2007
Business-Type
Aclivites Goverrunantal
Enterprise Funds Activities
Maior Funds
Non-major Internal
Sewaer Water Business- Internal
Fund Frapd Type Funds Toral Service Funds
3 41254 % 15284 & 11211 § 67,749 § 39,962
13,021 24 325 - 107,344 1,456
140217 o5.217 - 237,034 -
76,517 60,045 120 130,682 14,467
25843 56,398 - 82,441 26,709
- - - - G48,7291
- - 2. 108 2108 1,239
290,852 333 065 13,439 537,360 792,824
3,787,904 5,681 267 120,010 11,58%.181 1,570,752
(3295055 {i14. 100 (7.933481) (1.390.905)
1,243,578 Z3RA.212 5910 3635700 179.847
& 1534430 § 2709281 % 19,349 §4.2363.060 % 972671
% 2497 % -5 -3 2497 % A
829 564 1,745 3,138 165,962
63,745 454,804 20,028 578,665 -
230 - 2,531 -
10,0600 25,000 33.000 51,373
83.802 520,458 21,771 637,831 226.516
£5.000 1.547.562 - 1.A32 563 112,643
150,602 2083 020 21171 2260393 339,159
153,238 189,778 - Ja3nla 1,836
1,230,590 431,483 {24227 1652651 631.856
1,383,828 £621.361 {24237 2.003 667 633,512
1 383 378 £21.261 {24321 2002667 633,512
S4.3a3 972671

TOTAL LIABILITIES AND FIND EQINTY § 1.534.430 § 2709281 § 19.349 % 4363060 3

The accompanying notes to financial staterments are an integral part of this statement,
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CITY OF HANCOCK
FROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN BETAINED EARNINGS
Year Ended June 30, 2007

Business-Type

Activities Govemnmenial
Enlerprise Funds Activities
Major Funds Mon-major
Sewrer Water Business Internal
tund Fund Tvpe funds Tatal Service Fungds
OPERATING REVENUES:
Sales and charges for services O519864 & 532470 & 43,973 B 1200313 £ 1,2B3 576
State revonve - - 74,379 74,379 -
Federal revenue - - 24 884 24 836 -
Oiher revenue - 10,339 G4 16,983 48 206
TOTAL OPERATING REVENTIES 619864 542 ROG 147 888 1.318.561 V31,782
QPERATING EXPENSES:
General administration 35,144 85,057 324 137,442 793,524
Meter reading 9 258 9,298 - 18,556 -
Purchpse of water - 172266 - 173,266 -
Cperations spd maintenance 534,764 240,036 135926 S00,726 309,172
EDepreciation 95395 106,432 17.639 233 466 142 R04
TOTAL OPERATING EXPENSES A7B 561 £13.089 1RO806 1472436 | 205 502
CPERATING INCOME {LOSS) {58,697} {70,280) 32,918 {181,895) 125,280
MOMN-OPERATING REVENUES (EXPENSESY):
Gain on sale of asset - - - - 50
Interest income 7,329 5,900 294 3,523 1. 100
Interest cupense {4,250} {72,263) - {76,455) {14,122)
Operating transfers in - 43,000 46312 39313 -
TOTAL NUN-OPERATING REVEWUES (EXPENSES) 3,079 {23,305} 46,606 26,380 {12972}
NET [NCOME {(LOES) {55.618} {93,585 13.688 {135,513} 113,308
RETAINED EARNINGS, BEGINNING OF YEAR 1,439 446 714,846 {ig, 1107 2,138,182 520,204

ADJUSTMENTS TO FUND EGUITY:
Add depreciation on fixed assets

RETAINED EARNTNGS (DEFICIT), ENDOFYEAR  § 1383828 & 631761 & [2.4220 5 2002 6567 §  §33.513

——————— e e sl st

The accompanying notes to financial statements are an integral part of this stalement.
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CITY OF HANCOCK

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
Year Ended June 30, 2007
Business Type  Govermnmental
Aclivitjes Activities
Enlerprise intermal
Funds Service Funds Tolal
CASH FLOWS FROM OPERATING ACTIVITIES
Reegipts from customers 5 1,298,511 § 0 s 1,288,511
Paymenis la supplicrs (B21,747} (1,033,969} (1.877.714)
Intemal activity -- receipts {paymenls) 1o other funds {211,687 1,254,174 1,042 407
Paymenis fo cmployees (2247413 (34,6413 (239,383
Dther receipls {payments} HLGBS Sl 62,113
Mol cash pravided by operating activities 51,374 24,694 266,018
CASH FLOWS FROM NMONCAPITAL FINANCING ACTIVITIES
Operating subsidies and 1ansfiers to other funds F1.070 (121265 {50,1935)
CASH FLOWS FROM CAPITAL AWD RELATED
FIMANCING ACTIVITIES
Capital Contributions 0 L i
Furchases of capilnl assels a {7.50m {7,500
Sale of copilal asses 0 50 30
Principal paid on eapital debt {27.000) {71,584) (98,4884)
Imerest paid on capilal debt {76455} {14.122) 190,571
Mot cash {used} by capital and related financing activitics (102,455 {93.256) (126,711
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments {18,143} 0 (25,145)
Trterest and dividepds 13,523 Li0o 14,633
et cash provided by investing actividies (14,622} 100 (13,5323}
el (decrease) im cosh 2nd cash eguivalenls 4 37 i,373 3,594
Ralances — bepinning of the year 170,778 40,345 211,123
Balances — end of the yoar i 175085 § 41618 5 115713
Reconciltalion of opeeting income {loss) w nct cash provided
{used) by operaiing octivities;
Oiperating, income (|oss) b3 (161 835) 126280 5 {35,515}
Adjustments Lo recgncile operating income to net cash provided
{uzed} by operating octivilies:
Cepreciation expemse 123,468 102,806 326,272
Chenge in asseis and liakilities:
Receivables, pel {1,070} 2024 B34
Chee from cther govemmental wnits 3473 | BEa71
invenlory {7,185) (13,335) {20,544}
Prepoid expensts 643 {291} 337
Accounis and ather payables (6,084} (3,110} {11,794)
Due to orher governmental {3,48%) i (5485
Accrued expenses i.061 i.440 2.50
Met cash provided by operaling activitics § 31,324 3 214,694 % 266,018

The accompanying noies to inancial statements are an inlegral part of this statement.
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ASSETS:
Cash and equivalenls
Investments

TOTAL ASSETS

LIABILITIES;
Accounts payable
Due to general fund
Due te pther povernmental units

TOTAL LIABILITIES

FUND ECRITY:
Fund balance:
Reserved

TOTAL FUND EQUITY

TOTAL LIABILITIES AND FIRND BEQUITY §

CITY OF HANCOCK

STATEMENT OF FINUCIARY NET ASSETS

FIDUCIARY FUNDS
June 30, 2007
With Comparative Totals at Junc 31, 2066

Mon-Expendable

Trust Fund
Cemetery Totais
Perpetuai Agency Funds {Memorandem Onlyi
Care Trust Apency Payroil 2007 2006
i 73,255 8 7453 % 255 BE0,743 & 75,415
g0.351 - - 80,5351 B&.650
=z 163816 & 7.453 % 25 5 171,294 B 152,065
3 -5 -3 25 % 23 % 2,129
- 4,882 - 4 882 1,675
- 2.57] - 2.571 198
- 7433 25 7478 40073
163 816 - - 163,816 158,063
163.816 - - 163816 158,063
163816 5 7.453 3 d5% 1712945 162 663
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CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

On November 10, 1987, the voters of the City of Hancock voted to establish a Charter Commission Tor (he purpose of
rewriting the City Charter that was adopted on July 13, 1982, A newC ity Charter was drafied by the Charter Commission
and approved by the State of Michigan on November 16, 1987. Cn August 2, 1988, City voters approved the new charter,
which changed the City's form of government to the City Council/Manager foren.

The City provides services for public safety, public works, sanitation, recreation, and community development as
authorized by its Charter.

The aceouniing policies of the City of Hancock conform io generally accepted accounting principles for local
goveramental units as preseribed by the Governmental Accounting Standards Board and the American institute of Ceartified
Fublic Accountants, The following is a summary of the more signiftcant policies:

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

REPORTING ENTITY

As required by generally accepted accounting principles, the financial statements of the repotting entity include those of
the City of Hancock (the primary government) and its companent unit. The compeaent units discussed below are ingluded
in the City's reporting enlity because of the significance of their operational or financial relationships with the City. The
criteria and guidelines of the Governmestal Acco unting Standards Board Statement Number 14 The Reporting Enti fy are
utilized to defermine that all applicable entities are included in the combined financial stalements of the City. The primary
criterton for inclusion is the degree of oversight responsibility over such entities by the City's elected officials. This
responsibility includes financial interdependency, selection of governing autherity, seiection of management, ability to
significantly influence operations, and accountability for fiscal matters, Additional eriteria that are considered even if
there is no significant oversight responsibiiity are an entity's scope of public service and special financing relationships

between a particular agency and the reporting entity.
The following organizations are not included in the reporting enlity of the City:
Hancock Howsing Commission
The Hancock Housing Conunission was formulated to construct and operate housing for low income families and senior
citizens. The elements considered in the City's determination that the Hancock Housing Commission should not be
included as part of the City's general purpese financial statements are as follows:

. Neither the Council nor management of the City of Hancock is responsibie for the designation of the Housing

Commission management. Similarly, the City of Hancock does not approve Housing Commission budgets nor
does it significantly influence operations,

2. The City of Hancock does not have significant fiscal management responsibilities; it is not responsible for
funding or guaranteeing debt, nor does it have a right to receive surplus funds.

3. The Ciry of Hancock provides no ongoing financial support to the Hancock Housing Commission, nor do any
special financing relationships exist.

4. Residency in the housing complex is rot limited to City residents.
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CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Audited financial information of the Hancock Housing Commission as of and for the yvear ended December 31, 2006 is
as follows:

Total assets £ 1459558
Total liabilities ) 122,371
Total equity 1.336.787
Total Habilities and sumpius 8 1.459 558
Operating income g 684,079
Uperaling expenses 839,665
Met operating income {155,586)
Met Mon-operating revenues{cxpenses) 1177
Mat income £ (154 909%

Portage §.ake Water and Sewaee Authority

Cn lanuary 24, 1964, the City of Houghton and the City of Haneack execuied a contract to jointly acquire, construct,
equip, and operate a sewage treatment plant, including necessary intercepting sewers and appurtenances. Each
municipality was to bear one-halfof the cost of the sewuge treatment plant, pumping stations, and necessary appurtenances
and the full cost of its own intercepting sewers. Title to the sewage plant, including land and ownership shall be in the
naime of the authority whereas the ownership of {he intercepting sewers, vests in the respective municipality, Funds for
the construction of these facilities were provided by each municipality through the issuance and sale of general obligation
bonds and grants totaling $560,900 from the Federal government. By joint agreement, operating expenses incurrad from
the inceplion of operations to February 29, 1966, were shared equally, and for the balance of 1966 on ihe basis of two-
thirds to the City of Houghton, and one-third to the City of Hancock. The conlract provides for a joint board to control,
manage, and operate the facility with each municipality 1o share the cost of operation, maintenance, and administration
on the basis of relative usage as determined by metered services with 50 percent of the costs of capital expenditures ta bo
paid by each municipality. On December 14, 1972, this agreement was amended to provide allocation of future capital
expenditures on the basis of relative usage, The joint board consists of five members of which two are appointed by the
respective City Councils and the fifth member appointed by the other four members.

The elements considered in the City's determination that the Portage Lake Water and Sewage Authority should not be
included 25 a compoenent unit of the City are as follows:

1. The City of Hancock is not responsible for the designation of the Authority's managemeni.
2. The City does not approve the Authority's annual budget or budget amendments.

3. The Ciry does not significanily influence operations.

4. The Cilies each appeint two of the five members 1o the Authority's Board of Trustees.

5. The City does not have significani fiscal management responsibilities. It does not have a right {0 receive surplus
funds, but is responsible for guaranteeing certain debt along with the City of Honghton.

6. The City provides no direct on-going financial support to the Water and Sewage Authority.

7. The City does not hold title to the physical assets of the Avthority.
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CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)}

A swumary of the Authorities financial information for the year ended June 30, 2007 (most recent year audited) shows
tle following:

Totad Assets § 10,999,543
Tonal Liabilities I 2,392504
Total Eqaity £ 1,606,849
Taotal Eeveques £ 1,2979E81
Taotal Expenditures 5 2,191,362
Long-Term Debr £ 8,710,800

Financial transactions betwecn the Cily and the Anthority, reported in the accompanying finarcial statements, constitute
contractual agreements with the Authority for providing services to the Cily.

COMPOWENT LINITS

In conformity with generally accepted aceounting principles, the financial statements of component units, have been
included in the financial reporting entity either as blended component units or as discretely presented component units.

DISCRETELY PRESENTED COMPONENT UNITS

The component units’ calumns in the combined financial statements include the financial data of the City's component unit,
the Downlown Development Authority (DDA). This unit is reported in a separate column ta emphasize that it is legally

separate from the City, Compicte financial statements of the DDA may be obtained fram the City Clerks Office, 399
Quiney Streel, Hancock, M 49938,

BLENDED COMPOMNENT UNITS

City of Hencock Building Awothority

The Authority is an entity legally separate from the City. The Authority is governed by a board appointed by the City and

15 reported as if it were part of ihe City's operations because its primary purpose is that of a financing vehicle for the
construction of City facilities,

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (i.e, the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the City. For the most part, the effect of Inter-fund activity has been
removed from these statements. Governmental activities. which normaliy are supported by taxes and intergovernmental

revenues, are reported separately from business-type activities, which rely to a significant extent on fees and charges for
support.

The siatement of activities demonstrates the degree to which the direct expenses of a given furclion or sepment are offset
by program revenues. Direct expenses are those that are ciearly identifiable with a specific function. Program revenue
inchudes {1} charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function and (2) grauts and contributions that are restricted to meeting the operational or capital
requirements of a particular fonction or segment. Revenues which are not classified as program revenues are presented

as general revenues, The comparison of program revenues and expenses identifies the extent 1o which ezch function is sell-
financing or draws from the peneral revenues of the City.
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NOTE A - STMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Confinued}

In the govemnment-wide statement of net assets, the governmental activities column is presented on a eonsolidated basis
and is reported on a Tull accrual, economic resource basis, which recognizes all long-term assets and receivables as weil

a5 long-lerm debt and oblipations, The City’s nel assets are reported in three parts - invested in capital assets, net of
related debt; restricied for debt service; and unresiricted net assets,

The City first utilizes restricted resources to finance quai ifying activities.

The government-wide statement of activities reports both the gross and net cost of each of the City’s funciions. The
functions are also supporled by general povernment revenues (property taxes, certain intergovernmental revenues and other
revenues). The statement of activities reduces gross expenses by related program revenues and opereting grants. Program

revenue must be directly associated with the fanction. Operating grants include operaling-specific and discretionary (sither
operating or capital) grants.

The City does not allocate indirect costs.

The government-wide focus is more on the sustain ability of the City as an cntity and the change in the City’s net assets
resulting from the current year's activities.

Separatc financial statements are provided for governmental funds, Enterprise funds, Internal Service funds and fiduciary
funds, even thougl the latter are exciuded from the government-wide financial statements, Major individual governmental
funds are reported as separate columns in the fund financial statements.

Governmental Funds - Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified acerual basis of accounting. Revenue is recognized as soon as it is both measurable
and aveilable. Revenue is considered to be available if it is coilected within the current period or soon enough thereafler
to pay liabilities of the current period.  For this purpose, ihe government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, asunder accrual aceounting. However, debt service expenditures, as weil as expenditures related to compensated
absences and claims and judgements, are recorded only when payment is due,

Property taxes, unrestricied State aid, intergovernmenial gronts, and interest income associated with the current fiscal
periad ar¢ all considered to be susceptible to acernal and so have bean recognized ag revenue of the current fiscal period.
All other revenue items are considered {o be available only when cash is received by the government unit.

The City reports the following major governmaental funds:

General Fund - The General Fund is the peneral operating fund and accordingly, it is used to sccount for ail financial
resowrees except those required to be accounted for in enother fund.

Major Street Fund- The Major Strect Fund acconnts for the State of Michigan Public Act 51 monies that are used to
construct and maintain major road sysiems.

Local Street Fund- The Local Sireet Fund acconnts for {axes and special assessments for local street purposes.

Community Block Development Grant (CDRG) Fund - CDBG Fund accounts for grant revenue and expenditures.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(Continned)

Other non-major funds include: Elevalion Street TIFA Fund, Debt Service {Building Authority), and Residential Capital
Froject.

FROPRIETARY FUND TYPES

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses
generaliy result from providing services in conneclion with a proprietary funds principai ongoing operaticns. The principal
operating revenue of the proprietary funds relates to charges to customers for sales and services. The portion intended to
recover the cost of the infrastructure is recognized as nonoperating revenue. Operating expenses for proprietary funds
included the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenue and
expenses not meeting this definition are reported as nonoperating revenue and CXpenses.

The Village reports the following proprietary funds:

Enterprise Funds- Enterprise Funds are used to account for operations {a} ihat are financed and operated in 3 manner
similar to private business enterprises where the intent of the governing body is that the costs {expenses, including de-
preciation) of providing goods or services to the general public on a contipuing basis be financed or recovered primarily
through wuser charges; or (b} where the governing body has decided the periodic determination of revenues earned,
expenses incumed, andfor net incame is appropriate for capital mainte nance, public policy, management control, account-
ability, or other purposes. The Water Fund, Sewer Fund, Parking Fund, and Transit Fund are enterprise type funds.

internal Service Funds- Internal Service Funds are used to account for the financing of goads or services provided by one
department or agency to other departments or agencies of the City or to other governments, on a cost reimbursement basis.
The City's Mator Vehicle Fond and Employee Benefit Fund are Internal Service Type Funds.

The City reports the following major proprietary funds:

Sewer Fund- The Sewer Fund records maintenance and operations of the sewer services provided for City residents
and is financed primarily through user charges and bonds.

Water Fund- The Water Fund records maintenance and operations of the water system services provided for the City
residents and it is primarily financed through user charges and bonds.

FIDLICIARY FUND TYPES

Trust ard Agency Funds are used to account for assets held by the City ina trustee capacity or as an agent for individuals,

private organizations, other povernments, and/or other funds. Agency funds are custedial in nature {assets equal liabilities)
and do not involve messurement of resulis of operations.

Fiduciary Funds are not included in the government-wide siatements,

28



CITY OF HARCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCQOUNTING FOLICIES {Continued}

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION

ivledified Accrual Method

Governmental fond financial statemenis are reported wsing the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and availabie.
Revenues are considered to be availabie when they are collectible within the current period or soon enough thereafler to
pay liabilities of the current period. For this purpose, the City considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditores generally are recorded when 2 liability is incurred,

as under accrual accounting, However, debt service expenditures, as well as expendifures relaled to compensated absences
and claims and judgments, are recorded only when payment is done,

Property taxes, state and federal aid and interest associsted with the current fiscal periad are all considered to susceptible
to acerual and so have been recognized as revenues of the current fiscal period. Al other revenue items are considered
to be measurable and available only when cash is received by the City.

Cther Accounting Policies

Cash and cash equivalents

Cash and equivalents include amounts in demand deposits and certificates of deposit,

The City reports its investments in accordance with GASB Statement No. 31, Accovnting and Financial Reporting for
Cerlain Investments antd for External Investment Paois and No. 48, Deposits and Investment Risk Disclosures, Under these
standards, certain investments are valucd at fair value as determined by queted market prices, or by estimnaled lair values
when quoted market prices are not available. The standard also provide that certain investments are valued at cost for
amortized cost) when they are of a short-term duration, the rate of return is fixed, and the City intends to hold the

investment unlil maturity. Accordingly, investments in banker acceptances and commercial paper are recorded at
amortized cost,

State statues authorizes the City to invest in bonds and other direct and certain indirect obligations of the 1.5, Treasury;
certificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank, savings and loan association,
of credit union, which is a member of the Federal Deposit Insurance Corporation, Federal Savings and Loan [nsurance
Corpoeration, or National Credit Union Administration, respectively; in commercial paper rated at the time of purchase
within the three highest classifications established by not less than two standard rating services and which matures not
more than 270 days after the date of purchase. The City is also avthorized o invest in U.S. Government or federai AEERCY

obligation repurchase agreements, banker’s acceptances of U.S. banks, and mutual funds composed of invesiments as
outlined above,

Properly Taxes

Property taxes on tax roll properties attach as an enforceable lien on property as of December 31, are levied annuaily on

July |, and are due on August 10. A one percent {1%4) penalty per month is added to the tax liability for taxes not paid by
August 10.

The City bills and coliects ils own property taxes, and those of the local schaol City, the Intermediate School district, and
County. Collections of other unils’ taxes and remitiance of these coliections are accounted for in the Trust and Agpency
Fund. City property tax revenues are recognized when levied to the extent that they result in current reccivables.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued}

Receivables and Pavables

Activity between funds are reported as "due toffrom other funds.” All receivables, including property taxes receivables,
are shown net of allowance for uncollectables.

Inventory

nventory is valued at the lower of cost {first-in, first-out) or market, Inventory in the General Fund consists of expendable
supplies. The individual inventory supplies are recorded as an asset when purchased.

Capital Assets

Capital assefs, which inclede land, buiidings, equipment, site improvements, and vehicies are reported in the applicable
govermmental activities column in the government-wide financial statements. Fixed assets are defined by the povernment
a3 assets with an initial individual cost of more than $5,060. Such assets are recerded at historical cost or estirnated
historical cast if purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date

of donation. Costs of normal repair & maintenance that do not add to the value or materially extend asset lives are not
capitalized.

Buildings, cquipment, and vehicles are depreciated using the straight-line method over the following useful lives:

Buildings and additions 2Q-50 years
YWehicles 3-10 years
Furmiture and other equipment 5-10 years

All proprietary funds are sccounted for on 2 cost of services or “capital maintenance” measurement focus, This means
that all assets and liabilities {whether cumrent or non-current} associated with an activity are incleded on their balance
sheets, Depreciation of all exhaustible fixed assels used by proprietary funds is charged as an expense against their

operations. Accurnulated depreciation is reported on proprietary fund balance sheets. Depreciation is generally rellected
over the estimated useful iives using the straight line meihod.

Long-term Oblisations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in
the statement of net assets.

Estimates

The preparation of Minancial statements in conformity with accounting principles generally accepted in the United States
of America requires ianagement to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual resuits may differ from those estimates.

Encombrances

Encumbrances ave defined as commitments related to unperformed contracts for gaods and services. The City does not

record encumbrances in the normal course of operating its accounting system and none are recorded in the accompanying
financial statements.
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NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Reciassificaiion

Cerlain items in the prior yeer financial statements have been reciassified o conform with the current year presentation,

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTARBILITY

Requirernents for preparing the City's annual budget are outlined in the City Charter, Major procedures in preparing the
annual budget are as follows:

1. Onorbefore the 1si Monday in April of each year, the City Manager submits to the City Council an operating
budget and capital improvement projections for the ensuing fiscal year.

2. A public hearing on the budget is held not less than one week before the budget’s final adoption at such time
as the council shall direct.

3. On crbefore the last day in May, the Council, by resolution, adopts a budget for the ensuing fiscal year.

4. The City Council adopts the budget by activity categories generally the same as those presented in the combined
financial statements. All budget amendments and transfers during the fiscal year are approved by the Courncil.
The City Council has the authority to amend the bedget when it becomes apparent that deviations in the original
budget will occur and the amount of the deviation can be determined. The City maintains and monitors the
budget on a line item basis for accounting control purposes. During the year ended June 34, 2607, the City's
tudget had been amended,

5. The City allows all unencumbered and unexpended approprislions to iapse at year end.

In accordance with the State of Michigan Budgeting and Accounting Act, the City must adopt an annual operating budest
[or the Gereral and Special Revenue.

In the bady of the financial statements, the City's aciual expenditures and budgeted expenditures for the budgetary funds

have been shown on a functional basis. Viclations, if any, for major funds are noted i the required suppiementary
information section.

NOTE C - CASH AND INVESTMENTS
As of June 30, 2007 the City had the following investments:

Investment Type Fair Value Raling
Treasury Money dMarket Fund X 355,624 AAA

Interest Rate Risk - In accordance with its investment policy, the City will minimize interest rate nisk, which is the risk
that the market vaiue of securities in {he portiolic will fall due to changes in market interest rates, by; structuring the
Investment portfolio so that securities mature to meet cash requirements for on Eoing operations, thereby avoiding the need
to sell securities in the open market; and, investing operating funds primarily in shorter-term securities, liquid asset funds,

money market mutwal funds, or similar investment pools and limiting the average maturity in accordance with the City’s
cash requirements.

Credit Risk - State law limils investments in commercial paper corporate bonds to a prime or better rating issued by
rationally recognized statistical rating organizations (NRSROs).
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NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE C- CASH AND INVESTMENTS (Continued}

Concentration of Credil Risk - The City will minimize concentration of credit ¢isk, which is the risk of loss attributed to
the magnitude of the City’s investment in a single issuer, by diversifying the investmest portfolio so that the impact of
potential losses from any ore type of security or issuer will be minimized.

Custodal Credit Risk - Deposits - In the case of deposits, this is the risk that in the event of a bank Failure, the City's
deposits may not be retorned to it. As of June 30, 2607, $341,838 of the City’s bank balance of $962,376 was exposed
to custodial eredit risk beeause it was uninsured and collateralized with securities held by the pledging financiat
institution’s trusi department ot agent, but Aot in the City’s name.

Custodial Credit Risk - Investments - For an investment, this is the risk that, in the event of the {ailure of the counterparty,

the City will not be able to recover the value of its investments or collateral securities that are in the possession of an
outside parly.

The City will minimize custodial eredit risk, which is the risk of loss due to the failure of the security issuer or backer,
by; limiting investments to the types of securities allowed by law, and pre-gualifying the tinancial institutions,
broker/deaiers, intermediaries and advisors with which the City will do business.

At year-end, the City’s cash deposits {checking, savings and certifieates of deposit} and investments were reporied o the

basic financial statements in the foilowing categories and breakdown between deposits and investments for the City is as
follows:

Govemnmental  Business Type Tolal Primary  Componenit Fiduciary

Activities Activities Covernment Llmits Funds

Unrestricted 3 135,789 5 67,749 % 236,538 £ 137,732 % 0
Restricted Cash 175050 197,345 283,308 8 80,743
Tetal Cash and Cash Equivaieats 343,839 175,095 53R,934 137,732 80,743
Urrestricted Investiments 28,03¢ [F] 28,039 i} i
Restricted Investments (! 237,034 337,004 ] 00,551
Total Investments 28.039 237,034 265073 ] 903,551

Total deposits and invesiments $ J2LET8 % 412,129 § B007 £ 137,732 5 171,294

NOTE I) - TRANSFERS AND INTERFUNI} BALANCES

For the year then ended, interfund transfers consisted of the following:

Transfer Transfer

Fuad ut Fund n
Gencral g 171,853 Loral Street 3 B2.541
Parking hieter 14,925
Transit 31,387
Water 43 500
TOTALS 171,853 TOTALS ¥ 171,853

The {ranslers from the General Fund and other non-major governmental funds to the Major and Local Street Fupds and
other nor-major governmental funds represents the use of nnrestricted resourees to finance these programs, in accordance
with budgetary authorizations. The transfers from all funds to the Employee Benefits Fund and the Motor Vehicle fonds
represents the amounts paid for the services provided from each service fund,
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NOTE D - TRANSFERS AND INTERFUND BALANCES {Continued)

The amounts of inierfund receivables and payables at June 3G, 2647 ate as follows:

Interfund Interfund
Fund Receivable Fund Payabie

General 3 327,460 Transit 2 20,000
Trust and Agency 4,882
Sewer 43,475
Water 239103
Subtoral 327460 Subtotat 327,460
Loesl Sieat 50,000 General 10,000
Subrotal 60,000 Subtotal £0.000
Employee Benefits 144,605 General 58,512
Local Strect 21,157
Water 65,026
Sulrtotal 144 625 Subtotal 144,695
dMotor Vehicle 504,096 General 15,748
Major 109,663
Leoeal Street 215,294
Pariing 6
Sewer Fi0
Warer 151,265
Residential Capital 10,330

Projects
Subtatal 204,096 Subtotal 504 096
Elevation Strect 39,000 Sewer 19,500
Water 18,500
Subtotal 358,000 Subtotal 39,000
TOTALS 5 1,075,251 TOTALS B [.A75.251
[ ——————"_ 5 —_—————

Gererally, outstanding balances between funds reported as “"due to/from other funds" include ouistanding charges by ane
fund to another for services or goods, subsidy commitments outstanding at year-end, and other miscellaneous
receivables/payabie between funds.

NOTE E - RECEIVABLES

The detail of receivables at June 30, 2007 are as follows:

Special Total Primary

Rucelvabies General Revenue Enterprize Covernment
Agcounis 5 Jo, 282 g { L 130,682 b 340,944
Taxes 46,1719 an, 426 0 135,605

Tofal receivables 3 85,761 g ab434 i 130,682 3 437,351
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NOTE F - FIKET} ASSETS

A summary of the changes in general fixed assets is as foliows:

Balance Balance
££30/056 Additions  Subiractions 630007
Land £ 163800 % 03 03 163,800
Diepreciable Capital Assets
Buildings 2,094,777 a a 2,094,777
Equipment 143 3328 g 0 143,328
Improvements 1,168,193 186,697 a 1,334 590
Vehicles 951621 g 0 951,821
Subtotal 4357919 F __ 186697 § 4] 4.344 618
Accumulated Depreciation
Buildings {745,083) (53,893} 3] {798,985)
Equipment {163,829 (8,045} 4] {111,874)
Improvemetts {405,501) F67 926} 4] {473,427
Vehicles {177,954 {70.526) ] {248.480)
Subtotal _{1.432,376) & 200,390) § )] (1,632 7661
Met Capiral Assets 2,935 543 2.911.850
Met capital assets  $ 3,089,343 3 3.075,650
Depreciation expense was charped to govemmental activities of the Village as follgws:

Teneral Fund b 131,043

agor Soreels Fund 12,060

Local Streets Fund 37.347

i 2003%0

NOTE G - FROPRIETARY FUNDS - PROPERTY, PLANT, AND EQUIFMENT

The componenis of property, plant, and equipment in City proprictary funds at June 30, 2007 are summarized as follows:

Enterprise [ntemal Service Total
Land and Improvements £ g 13,506 3 11,506
Buildings 2A00417 0 2,400,417
System Lines 3,830,875 O 8,B30,875
Wehicles 85,895 1,420,122 1,506,018
Equipment 271,843 139,125 411,148
Total 11,588,181 1,570,753 13,155,834
Allowances lor Depreciation {7.953.481) {1, 390.906% £2.344.387
Balance 2 3635700 % 179847 T 3.815 547

NOTE H - RESTRICTED ASSETS - PROPRIETARY FUNDS

Enterprise Funds: Certain proceeds from operations of the Water Supply System Fund and Sewer Disposal Fund are
restricted for the payment of revenue and general obligation bonds and, accordingly, are recorded as restricted cash assets
in the amount of $107,3456 as of June 30, 2007. Both the Sewer and Water Funds balance sheats have resiricted cash in the
amount of §13,02) and 394,325, respectively, Use ofthese resiricted assets are limited by applicable bond indentures and
ordinances,

liernal Service Funds: The Employee Benefit Fund has restricted assets of 51,656 as of June 30, 2007,
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NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTEI - ACCUMULATED UNPAID VACATION AND SICK LEAVE

City employees generally earn sick leave at the rate of one day per month. Accumulated sick leave per employee cannot
exceed ninety (90) days and is paid lo union employees upon retirement or to beneficiaries in case of death, At iermination,
non-union employees receive 2425 of their acenmulated sick leave plus an additional I/25 of that accumuiation for each year

of service until full accumulation is paid for 25 years of service or age 63. Vacation pay is accumulated annually based on
length of service and must be vsed within one year,

Accumulated unpaid vacation and sick leave at June 30, 2007 was 389,586 and $69,764, respectively.
NOTE I - LONG-TERM DEET

GOVERNMENTAL ACTIVITIES

1297 Building Authority Bonds: On Augpst 15, 1997, the City of Hancock Building Authority anthorized the issvance of
general obligation bonds in the amount of $533,806 to fund the construction of a new fire hall. The bond was issued ina
single denomination of $533,800 at an interest rate not to exceed 5.0% per ennum with principal amounts payable August
1 and interest payable semi-annually on February 1 and Auvgust 1.

SCHEDULE OF 1997 BUILDING AUTHCORITY BONDS

Year Principal Interest Total
200758 by 10,000 % 2,000 % 33,000
200808 15000 22,500 317,500
2009-i0 15000 21,873 16,875
-1 15,000 21,125 36,125
-1z 15,000 20,375 35,375
201213 15,000 19,623 34,825
2314 15,000 18,875 33,875
24-15 20,000 18,125 38,125
2015-16 20,000 17,250 37,250
201617 20,000 16,250 16,250
201718 20,000 15,230 35,250
2018-23 120,000 a80,125 180,125
2023-28 155,000 282350 183,230

TOTALS § 455000 § 302625 § 757625
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NOTE J - LONG-TERM DEBT {Continrued)

1898 Byilding Authority Bonds: On March 19, 1998, the City of Hancock Building Authority authorized the issuance of
general obligation bonds in the amount of $1,048,000 to fund the construction of 2 new de partment of public works garape.
The bond was issued in a single denomination of $1,048,800 st an interest rate of 4.75% per annum with principal amounts
payable April 1 and interest payable semi-annvally on April 1 and October 1.

SCHEDULE OF 1998 BUILDING AUTHORITY BONDS

Year Prifcipai inlerest Total
2007-08 g 23,000 X 43296 % 66,296
2008-09 25,000 42,251 £7,251
2009-10 26,600 41111 &71.111
20101 28,000 39,900 47,800
2010-12 2% 000 g618 &1 618
2012-13 31,000 37,264 68,264
207314 32,000 35,839 67,839
2014-15 34,000 14,343 68,343
2013-16 36,000 s 68,775
le-17 33000 313 69,113
2mM7-18 41,000 39,355 70,353
2018-23 240,000 116,447 356,447
2023-28 J1R.000 55,813 373,813

TOTALS B opi1.000 % STRAZF B 1,479,125

U.5. Department of Agriculture Community Facilities Losas: On October 26, 2006, the City of Hancock was awarded a

rote of $350,000 for the purpose of purchasing two fire trucks. The note was issued for $550,000 at an Interest rate of

4.25% per annum with principal amounts payable Cctober 1 and interest payable semi-annually on October 1 and April
1,

This note 15 subject to prepayment at any time priar to the dates an which principal and interest are due at the discretion
of the City, upon seven days written notice to the USDA.

SCHEDULE QOF USDA COMMUNITY FACILITIES LOAN

Yoar Principal Tpkerest Total
200708 5 28,000 £ 21,782 % 49783
2008-09 noong 20,539 50,539
2009-1¢ 300D 2,231 50,231
2i0-11 32,000 17,880 40 %80
2011-12 33,0006 15,487 40 487
201213 35,000 15,029 50,079
2013-14 35,000 13,528 48,528
2014-15 37,000 11,984 48,984
2015-16 39000 10,355 49,355
2MB-17 41,000 8,540 49,640
2017-18 43,600 6,839 49,830
2018-19 45,000 4953 49,052
2019-20 45,000 3,001 49 001
2020-21 47.000 1.008 48,008

TOTALS & 322000 8§ 171335 §  693.25%
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NOTE J - LONG-TERM DEBT (Continued)

ENTERPRISE FUNDS

1997 Water Supply System Revenue Bond: On November 5, 1997, the City of Hancock authorized the sale of o Water
Supply System Revenue Bond in the amovnt of $1,320,000 for ihe purpose of constructin g improvements 10 the Cily's water
supply system. The bord was issucd in a single denomination of $1,320,000 at an interest rate of 4.5% per annum with
principal amounts payable November 1 and interest payable semi-annually on November 1 and May 1. Principal
instaliments are subject to prepayment prior to maturity, in inverse chronological order, at the Issuer's option, on any interest
payment dae on or after November 1, 2601, at per plus acerued interest to the date fixed for prepayment.

1287 WATER SUPPLY SYSTEM REVEMNUE BONDS

Year Principal Interest Total
2007-08 3 18,600 % L7 3 9,730
2008-09 19,000 51,100 70,100
200910 20,0060 58,268 70,2658
2010-11 21,000 49 390 70,380
201112 22,000 48,468 T,468
2213 23,000 47,500 70,500
2013-14 24,000 45,488 70,488
2014-15 25,000 45,430 70,430
2015-16 25,000 44338 70,328
2Ms-17 27,000 43,180 70,180
201718 29,000 41988 79,933
2018-23 165,000 185,847 354,847
2023-23 210,000 149,750 355,750
2028-33 262 000 95,103 361,108
2033-38 253,562 35.88% 289.451

TOTALS  E 1144562 § 994459 § 2.139.02)

1998 Waler Sepply Svstem Revenue Bond: On Octlober 20, 1998, the City of Hancock authorized the sale of 2 Water
Supply System Revenue Bord in the amount of $500,800 for the porposc of constructing a new water tower. The bond was
issued in a single denomination of $508,000 at an interest rate of 4.5% per annum with principal amounts payable May |
and interest payable semi-annually on November } and May 1.

SCHEDULE OF 1998 WATER SUPPLY SYSTEM REVENUE BONDS

Year Principal Interest Total
2007-08 i 7000 3 016t = 27,160
2008-09 7.000 19,845 26,845
200910 5000 19,530 27,530
2010-1 EAHIE 19,170 27,170
201-12 E,000 18,810 26,310
2012-13 9,000 18,450 27,450
201314 9,000 18,045 27,045
20%14-15 18,000 17,640 27,640
201515 10,000 17,190 27,190
2016-17 10,000 16,740 26,740
2017-18 i1,000 16,390 27,290
2018-23 59,000 13,850 132,890
2023-28 77,000 59,085 136,083
2028-33 95,400 40,275 135,295
2033-38 120,000 15,650 136.650

TOTALS ) 448,000 § i AL 839,770
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CITY OF HANCOCK

NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE J- LONG-TERM DEBT (Continued}

Sapitary Sewage Disposal System Revenue Bonds: On Seplember 16, 1976, the City of Hancock authorized the saie of
Sanitary Sewape Disposal Systern Revenue Bonds in the amount of $290,0060. The bonds were issued in denominations

of $3,000 at an interest rate of 5% per annum with principal amounts payable January | ard interest payable semi

o July 1 and January 1.

Bonds are subject to redemption prior to maturi

interest to the date fixed [or redemption.

ty, in inverse pumerical order, at the option of the City, at par plus accrped

Year Erincipal Interest Tonai
2007-08 5 10,000 % 3350 5 13,730
2003-0% 13,080 3,250 13,250
2009-10 1,000 2,750 12,750
2618-11 18,000 2,230 12,250
2311-12 16,000 1,750 11,750
2012-13 10,000 1,250 11,250
2013-14 15,000 150 15753
TOTALS g 15000 % 15756 % _ . 90750
INTERNAL SERVICE FUNDS - INSTALLMENT LOANS
Purpose of Nole Date Ohriginal ilaturity inlerest Rate Balance  Cuwrent Portion
Street Sweeper 01103 5 112,000 01/10;08 3.47% $ 16443 % 16,443
Sander and Dump tuck 1001584 F 161,496 0943010 3.6% i 3s o= 25,382
Cat Backhoe 08175 § 44,345 DRATO9 4,3% $ 36220 % 3,547
As of June 30, 2007, the aggrepate maturities of loans payable are as follows:
Year Prncipai Interest Teotal
200708 ¥ 51,3712 & 5755 % 57,127
2008-09 36,235 3,k62 40,098
206210 47,068 2065 49137
2610-11 29,338 1,052 30,3590
TOTALS L 154014 % 2738 % 176,752
Changes in long-term debt principal are summarized below:
Balance Balance Current
06/30/06 Additions Retired Q& 30/07 Miaturities
GUOVERNMENTAL ACTIVITIES
Building Authority Bonds - 1997 £ 465000 & 0 % 190066 § 4550006 % 10,000
Building Authority Bonds - 19598 922,000 ] 21,000 901,000 23400
USDA Community Facilities Loan 550,000 3 28,000 522 000 232,000
1,937,060 "] 59400 1,278 000 &i,000
ENTERFRISE FUNDS
Waler System Bonds - 1957 1,154,382 )] 10,000 1,144,582 18,000
Waler System Bonds - 1998 455,000 W] 7,000 448 GO0 7,000
Sewage Disposal Bonds - 1576 &5.000 g 10,000 75,060 10,000
60 552 0 27.000 1,667.352 35,000
TNTERNAL SERVICE FUND
Installment Loans 235,720 [F] 71,706 164,014 51.372
TOTALS P 3867282 % 0 & 157706 & 3,709578 & 147,372
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CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE J - LONG-TERM DEBT (Continued)

The aggregate amount of maturities on long-term debt by fund type for each of the next 5 years, and to matuyity, is as
foliows:

GOVERNMENTAL ACTIVITIES

Year Principal [nterest Total
200708 5 61,000 o 83,078 = 149,073
2008-09 70,000 853,290 155,290
2069-10 72,000 B2217 154,217
Z010-1] 73,0064 78,905 153005
2001-12 7000 T3 480 152 430
2032-13 81,800 T8 153518
2013-14 £2.000 &8,343 150,242
2014-1% 21,600 &4 453 155452
2015-16 o5,000 &0,380 155,380
2056-17 99,000 55,003 155,003
2017-18 14,000 5444 155,444
20 8-23 4498 060 185,533 £i83,533
3023-28 473800 84.0683 557,063

TOTALS 5 1,B7R000 § 1052005 % 2930005

INTERMAL SERVICE FURNDS
Year Principal Itorest Teta
2007-08 b 51372 % 5755 8§ a2y
2008-08 36,236 3,862 40,098
200918 47 D58 2,069 49,137
2010-1 29,3137 1,052 30,389
TOTALS g 164013 § 12,738 & 176,751

ENTERPRISE FUNDS

Year foncipal Interest Total
20407-08 b s5gan % 75,640 8 110,640
2008-09 36,000 74,195 110,195
2009-10 38,000 72,543 110,548
2016-11 349,000 70,810 109,810
2011-12 40,1100 69,028 109,028
2012-13 42 000 67,200 109,200
2013-14 48,000 65,283 113,283
2614-15 35,000 63,070 93,070
2015-1a 36,000 61,518 97,518
2016-17 37,000 59,920 95,920
2017-18 40,000 38,278 98,278
201323 224 Q00 263,737 487,737
302328 287,000 208,835 495,833
2028-33 57,000 139,378 495,378
252328 373,562 32,539 426,101

TOTALS £ 1667562 E 1401979 § 2,069,541
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CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE K - ENTERPRISE FUNDS

SEGMENT INFORMATION - The City maintatns four Enterprise Funds wihich provide water, sewer, parking, and transit
services, Segment information for the year cnded June 36, 2607 is as lollows:

Parkine heter Transit Sewer Water

Onerating revenues 3 i2,531 % 135357 3 613884 5 342,309
Deprecietion £ ¢ % 17,638 8 92395 % 106,432
Income (loss} from operations & {7.346) &% (35,572} § {58697y 5 {(70,280)
Mon-operating revenues b 14264 § paz % 7329 % 48,900
Mon-operating expenses 3 0 % 0 = 4250 3 72,205
Met Income (1oss) z 7618 & G070 8 (35618 % (93,583
Froperty, plant & equipment

Addinons ¥ n B 9 5 d 5 4]
Tolal assets E 3198 3 15,153  § 1334430 § 2709281
Mat working capital serplus (deficin) 3 {2,395} % 1227 5 205250 % 196,491

Long-term liabilities:

Payahle from operating revennes b a8 = Ja =5 65000 F 1,567,562

Total equity $ 2895 5 (5317) 5 1383828 5 621261
Farkinp peler Transit Sewer Water

Net cash provided (used) by:

Operating activities 5 (72300 & (Q10,591) % 33,875 & 15,270

Nencapital financing activittes £ 8278 = 10963 & (31,258} &% 83,087

Capital & related financing nctivities ¥ B 5 6 § (34250 § (89,205

Investing activities L i 2535 % i,306 & (183223}
Bepinning cash i 2629 5 T4h8 & 44602 F 1164879
Ending cash £ 1ilg £ BO% & 275§ 09609

NOTE 1. - RESERVES AND RESTRICTED ASSETS

The ordinance authorizing issuance of the 1997 and 1998 Water Supply System Revenue Bonds required that specific
accounts be established and monics deposited as follows:

Bond Reserve Account - Quarterly transfers are (0 be made in the sum of at least $2,480 per quarter, with the annual
requirement equal to $3,926 until there is accomulated in such fund the aggregate sum of $131,706.

Bond and Interest Redemption Account - Quarterly transfers are to be made equal to % of the next interest payment due
plus Y of the next principal payment due.

Repair and Repiacement Accownt - Quarterly transfers are 10 be made in the sum of not icss than $2,843, with the annual
requiremet equal to $11,370. When the balance in the Bond Reserve Account reaches $131,700, the quarterly transfer
will be increased (o $3,323.

At June 30, 2007, the City had established these aceounts and had restricted cash, as required, as follows:

Required Amount

06/30/07 Funded
Bond rezerve account 3 69440 % 69,440
Buond and interest redemption aceonnt 21,938 23,330
Repair & Replacement account 75,590 79,590

£ 170966 § 172368
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CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE M - TRANSIT FUND

The Transit fund receives grant revenue under Section 10e{4) of PA 51. Thesc funds are to be used to pay for eligible
operating expenses for public transporiation. The Loeal Bus Operating Assistance revenue under Act 51 is disbursed to the
City based on the amount of eligible operating expenses at the current reimbursemtent rate. The Local Audit Division of

the Michigan Department of Treasury and the Bus Transit Division of MDOT administer the audit disclosures and
compliance requirements,

NOTE N - TAX INCREMENT FINANCING

The City had three lax increment financing districts at June 30, 2007, the Downtown Development Drstrict (DD, the
Elevation Street City(ESD}, and the MTEPS {Smart Zone) City. The taxes on the DD and the ESD Citys are levied based
or the increase of the state equalized value of the properties from the base year 10 the current year and are igvied on both
real and personal property. The DDD expanded the base year in 1993 from the 1984 initial base year. The 1ax rCvenues

generated from the DDD and the ESD are recorded in the Downtown Development Authority Fund and Elevation Street
TiFA Fund respectively.

Gn April 11,2001, The Michigan Economic Development Corporation approved the application for a Smart Park that was
submitted by the Michigan Tech Enterprise Smart Zone {(MTEPS). The MTEPS is a partnership belween Michigan
Technelogical University, the City of Hancack and the City of Houghton. The MTEPS will be funded for the first 2 YEBYS
by a state grant. Thereafter, it will be funded through e tax increment financing City which includes the entire Cities of
Hancock and Houghton. The tax is levied annually with the schacl millage only and will continue until the year 2017, The
Smart Zone TIF plan will not affect either City’s curvent tax revenue. The tax revenue levied for the summer 2007 Smart

Zone was collected and paid in full to the MTEPS as of June 30, 2007, via the Local Drevelopment Finance Authoerity -
the financing entity.

Summary of TIF City data as of June 38, 2607

_TIE District
Dawntawn Local Strect
Drevalopment {Elevation} MTEPS

Base year 1984 1993 1999
State Equalized Value (SEV) base year

Reai property 5 94600066 % 143000 % 46,368],834

Personal property 5 Q% 0 3 3,038,189
Current year SEV

Real property 3 13,672,503 3 1048988 3§ 63,006,465

Porsonal property X FI 37,878 % 4447122
increese (Decrcase) of taxable vaiue

Reaj £ 4260503 &% 905,988 F 16,761277

Perzonal property L g =5 BTETR & 1408933
Autherized tax mills levied-Homestead 4.6 233 11 9928
Mon-homestead 3
Tax revenue collected b 103,208 & 21,060 £ 108,461

42



CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE O - PENSION PLAN

DEFINED BENEFIT PENSION PLAN

Pian Description: The City contributes to the Municipal Employees’ Retirement System of Michigan (MERS) which is
an agent multiple employer public defined benefit employee retirement plan. The City adepted the plan on Decomber 1,
2602, and transferred MERS member employees plan assets from the previans money purchase defined cantribution pian
to the new retirement system in January 2603, The new MERS system was also funded with employee retirement benefits
accrued based an agreements from the prior moncy purchase plan but not deposited into the plan for the peried January
2002 1o November 2002. The MERS provides retiroment, disability, and death bencfits to plan members and beneficiaries.

The plan covers all employees of the City, except those already covered by a union bargaining agreement or otherwise not
qualified. Currently, 12 active members are enrolled. An employee is eligible for full retirement benefits after 8 years of
credited service and age 60 is attained. The annual pension benefit at retirement is based on 2% of the employees Final
Average Compensation {FAC) muitiplied by the yvears and months of service. FAC is the average afihe highest consecutive
3-year period of the employees’ credited service. A month of service is credited If at deast 80 hours are worked in that
month. Retirement benefits vest after § years of service, and are not paid until the date retirement would have occurred
had the member remained an employee.

MERS was ereated under Public Act 135 of 1943, as repealed and replaced by Public Act 427 of 1984, On August 15,
1996, pursuant tp 1996 PA 220, MERS became an independent public non-profil corporation. Prior to that time MERS
was a component unit of the State of Michigan., MERS is curvently administered solely by a nine-member Retirement
Board. A publicly availabie financial report that includes financial statements and required supplementary information is
issued annwally by MERS. The reporl may be abtained by writing to Muonicipal Employees” Retiremnent System of M1, 1134
Municipal Way, Lansing MI, 48917 or by calling 1-517-703-9030.

Funding Palicy:  Plan members are required o contribute 3.3% of their annual covered saiary. The Cily is required to
contribule at an actwarially determined rate. The current rate is 9.23% of annusl covered payrall. The contribution
requirements of plan members and the City are established and may be amended by the MERS Retirement Board,

Annual Pension Cost:  For the year ended June 36, 2007, the City’s required and actual pension cost was $52,893. The
annual required copiribution percentage was determined as a part of the Initial Actiaria) Valuation on Janvary 31, 2002,
using the entry age normal cost method. Significant actuarial assumptions used include a net investment rate of return on
assets of 8 percent per ycar compounded anaually, projected salary increases of 4.5 percent per year compounded annually
due to inflation, and additional projected salary increases ranging from 0 to 4.5 percent per year depending on an age to
reflect merit and longevity, The actuarial value of assets was determined usin g technigues that smooth the effects of short-

term volatility over a four-year period. Any unfunded actuartal liability is amortized by a level percent of payroll
contributions over & period of 30 years.

Informatian trend comparison as required by GASB Mo. 27 and 25 is as follows:

Fiscal Year Ended june 30 2007 2008 2005
Annual pension cost (APC) I 52093 8 0 524055 % 43,509
Percentage of APC contributed 100% 10% 100%
Met pensian oblipgation 5 o % g % 4]

43



CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 30, 2007

NOTE O - PENSION PLAN {Continued)
DEFINED CONTRIBUTION PENSION UNION AGREEMENT

The City provides pension benefits for all Teamster employees per the signed union bargaining agreement. For the year
ending June 30, 2007, the City made weekly contributions of $69 to a defined contribution plan based on years of service.

Conliributians for Teamster employees are paid to the Central States Southeast & Southwest Areas Pension Fund, The
Teamster emplayees are not required to coniribute to the pension plan. The City does not administer the pension plan for
Teamster employees and therefore has no iiebility beyond its weekly conitibutions.

NOTE P - DEFERRED COMPENSATION PLAN

The City offers s employees a deferred compensation plan created in accordance with Internal Revenue Code Section 457,
The plan, available lo all government employees that enler inle a joint agreement with the City, permits them io defer a

portion of their salary until future years. The deferred compensation is not available to employees until termination,
retirement, death, or unforeseeable emergeney.

Due to changes in the Internal Revenue Code, the Plan’s assets are considered to be the property of the Plan’s participants
and are no longer subject 1o the City's general creditors. Because the City relies on a third party for investment and
administration of the plan, the 457 plan assets are excluded from the financial statements.

NOTE Q - RESERVED FUND BALANCE

The City has restricted cash and investment accounts net of iiabilittes that are restrieted for specific future use as follows:

General Fund Cither Funds Enterprise Funds

Punee Shaft 5 23425 CDBG & 95787  Cash
Main Street Local Pool 31,459  Debt Retirement 1,760 Sewer Fund 5 13,071
Perry House 27 Subiotal 97.547 Water Fund 111,743
Civic Flowers 1,892 Inyestments
Farks Round Up 3347  Employee benefits 1658 Sewer Fund 140,217
Sister Uity 140 Water Fund 78,035
Maasto Hithio 151

E_60.684 £ 99203 £ 343016

The Cemelery Perpetual Care Trust balance of $163,816 is reserved for the perpetual care payments.

NOTE R - DESIGNATED FUND BALANCE

In 1981, funds of a Community Development Block Grant were used to establish a revolving commercial loan program to
assist local businesses who have exhausted other means of obtaining eredit, The balance in the Gencral Fund’s Main Siveet

Loan Pool of 331 549 represents the cash baiance of the commercial loan program. As of June 30, 2007, there were no
outstanding loan balances. The City provides these ipang interest free,

MNOTE S - DEFICIT FUND BALANCE

The financial statements for the Major Street Fund, Local Street Fund and the Transit Fund had fund deficits at June 30,
2007 of 62,475, 568,735 and $5,317, respectively.
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CITY OF HANCOCK
NOTES TO FINANCIAL STATEMENTS - JUNE 3¢, 2007

NOTE T - SUBSEQUENT EVENTS

The City was awarded the following grants and loan:

« $91,126 MIXOT grant for the purchase of 2 buses awarded Angust 17,2606, as of Tune 38, 2607 has not been expendad,

s $125,600 Small Urban Grant awarded January 12, 2007, as of june 38, 2007 no cxpenditures had been incorred.

» $3,500,000 MDEQ loan for water systern improvements awarded on April 19, 2067, The project is scheduled to start
in May of 2088,

+ 604,000 USDA grani for city ha!l renovalion project which is scheduled to begin on September 1, 2007,

= $103,596 MDOT grant for the purchase of 2 buses with iifts awarded on September i1, 2006, as of Tunc 36, 2007 has
noi yet been expended,

» 333,000 USDA grant to be used towards the purchase of wo-4 wheel drive police vehicles nwarded September 11,2007,
* $243,900 MSHDA rental rehabilitalion grant awarded uly 1, 2007

NOTE U - RELATED PARTY TRANSACTIONS

The Portage Lake Water and Sewage Anthority is @ jointly governed organization consisting of Five mentbers, of which two
are appointed by the respective City Councils of Houghiton and Hancock, and the filth member appointed by the othar four
memnbers. The entity is not a component unit of the City. Further financial information is detailed in Note A of these
financial statements. As of June 30, 2807, The City of Hancock owed Portage Lake Water and Sewage Authority 58,531
and this amount is reflected on the Proprietary Fonds Balance Sheet as an amount due to other governmental uniis,

T

NOTE V - RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; thefi of, damage to, and destruction of aszets; errors angd
omissions; injuries to employees; and natural disasters. The City continues to carry commercial insurance for property,
liability, wrongful acls, crime inland marine, and other risks of loss including worker's compensation and accident

insurance. Settled claims resuiting from these risks have not exceeded commercial insurance coverage in any of the past
three fiscal years.
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CITY OF HANCOCK,
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
For the Year Ended June 30, 2007

Budeeted Amaunts Actiral Vanance
Orriginal Final [GAAP Baziz)  Final to Acteal
REVENUES;

Local sources 3 141065 % 1471234 5 1.4R45814 5 13,580

State sources 507417 522 248 473,187 (49.061)

Federal sourcas - - 3000 3,000
TOTAL REVENUE 1,918 532 1,993 482 1,961,801 {32,481
EXPENTHTURES:

General government

Beard/Legizlative 13,492 16,502 15,720 782
Manager 102,230 102,330 G4 728 1502
Clerk 59,770 39,770 51,439 833
Treasnrer 66,977 68,774 49 3587 19,407
Legal, accounting, and audit 25028 29,652 27.588 2,064
Asgessor 24 564 33,224 33,582 638
Planning and prafessional services 4,250 25,110 4711 kxk!
Elections 10,779 12,507 13,595 {1,088)
Building and grounds 19451 23,434 23,590 {156)
Cemelery 30,531 49,344 46,640 2,704

Public safety 22358 635519 639,144 {3,645}

Public works 167,121 169,513 182 474 {13,459}

Sanitation 284,738 204 839 275,372 15,467

Recreation and culre 129 863 150,832 134,796 16,036

Debt service 51,500 51,500 53291 {1,791}

Inventory sand/Calcium 78,343 32,500 37 32,463

Other 63,463 &7,409 77,204 (9,793)
TOTAL EXPENDITURES 1,755 658 1,822,657 1,745 864 76,793
EXCEES (DEFICIENCY O REVENUES

OVER EXFENDITURES 182,924 170,325 215,137 44312
CTHER FINANCING SCOURCES (USES)

Loan procecds o 166G -

Operating transfers out {167,743 {171,833} {171,853} -
MET CHANGE [W FUND BALANCE 5 357281 % {923) 43284 % 443(2
FUIND BALANCE - BEGINNING OF YEAR 508,104
FUND BALANCE - END OF YEAR b 551,388
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CITY OF HANCOCK
BUDGETARY COMPARISON SCHEDULE - MAJOR STREET FUND
For the Year Ended Junc 30, 2007

Budgsted Amounts Arctual Variance
Criginai Final {GAAP Basis)  Final to Actaal
REVENLIES:

State and federal ) 468,839 & 471439 5 560,747 B 89,308

Interest 1,208 1,206 g43 (383}

Cither revenue - 1,010 1,003 ()
TOTAL REVENUE 471 045 473,855 562,592 EE. 943
EXPENDITURES:

General government sdministration 158,382 27838 32,208 {4,370

Highway and steets:

Construction 48,005 98,500 217,528 fi19,128)

State trunkiine maintenance 203 401 244 817 2132 980 31,637

Routine maintepance 41,313 41,513 22,297 19,216

Traffic serviees 2.7 5871 14,359 {8,48E)

Snow and ice control 125,750 145 898 148,622 {2,728)

Sweeping and flushing 7,390 7,389 §95 4,704
TOTAL EXFENDITURES 447067 571,634 648,789 (77,135)
EXCESS (DEFICIENMCY} OF REVENUES

OVER EXPENDITURES 23,578 (97,979 {86,191% 11,788
OTHER FINANCING SGURCES {USES)

Operating transfers in - - -

Operating transfers out {21,084} {21,084} - 21,084
MNET CHANGE iN FUND BALANCE 3 28%4 % ({115,063} (36,191 § 32,872
FUND BALANCE - BEGINMNING OF YEAR 23,716
FUND BALAMNCE - END OF YEAR ) {62,473)
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CITY OF HANCOCK
BUDGETARY COMPARISON SCHEDULE ~ 1L.OCAL STREET FUND

REVEMLIES:
Local Sourees
State and federal
Tnearast
Cither revenie

TOTAL REVEMUE

EXPENLHTURES:
General government administration
Highway and streets:
{Construction
floutine maintenance
Traffte services
Snow and jee control
Sweeping and flushing

TOTAL EXPENDITURES

For the Year Ended June 30, 2007

EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITIIRES

OTHER FINANCING SOURCES (USES)

Cperating transfers In
Operating transfers out

MET CHAMGE W FUND BALANCE

FLIND BALAMCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Budgeled Amaunts Actual Varisnce
Original Final fGAAP Basisy  Fipal to Actual
¥ 21,800 3 GLED % 90380 % (1,420)
188,064 188,263 171,181 (17,082)
241 3| 728 485
- - 79 &79
280105 280,304 262 9466 {17,338)
5,039 5,939 6,436 (497
52,035 71,300 88,750 {156,930}
137,234 155 408 148,599 8,509
2,011 4,500 &,011 589
171,297 165,500 163,181 21315
11018 11,018 3,325 1,693
379,535 416,263 414,262 2,603
{99430 {135,961} {i51,296) {15,335}
383,730 383,930 82,541
3 IR4.300 E 247960 (68,755 § {15,335)
5 (68.755)
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CITY OF HANCOCK
BEUDGETARY COMPARISON SCHEDULE - CBRG FIND
For the Year Ended June 30, 2007

Budgeted Amounts Acmal Variance
Originel Final {GAAP Basis)  Finel to Actual
REVENUES: _
Federal 5 9304 & 476000 § 0 355812 % (120,11 8E)
Other revenue - - 120,457 120,457
TOTAL REVENLUE 109,304 476,000 476,359 269
EXFENDITLIRES:
General povernment 5,939 5,939 65,543 {39,604}
Fublic works 424,197
TOTAL EXPENDHTURES 3,939 5,839 483,740 {59 6047
EXCESS {DEFICIENCY) OF REVENUES
OVER EXPENDHTURES 103,355 470,061 (%471} (479,532

OTHER FINANCING SOURCES (USES)

Cperating transfers in 383,730 383,930 -
Ciperating transfers out - - -

MET CHANGE 1N FUND BALANCE & 487,085 F B339 (9471} % (479,53
FUND BALANCE - BEGINNING OF YEAR 95,787
FUND BALANCE - END DF YEAR ) 86,316
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CITY OF HANCOCK
GENERAT. FIIND
BALANCE SHEETS
June 30, 2007
With Comparative Totals at June 30, 2006

007 2006
ASSETS:
Cash and cash equivalents b a8.010 3 67,530
investments 28,039 24,472
Recaivables
Pelinguent taxes ig, 173 39,693
Service customers {includes unbiiled) 18,258 17,478
Oiher 21,324 41,321
Bue from other funds 333,57R 330,478
Due from povermiment naits 62,467 80,396
Prepaid expenses 33,468 33,622
inventory 30,684 14,142
Restricted cash 0,774 62 67
TOTAL ASSETS 5 633750 % &61.799
LIABILITIES:
Accaunis payable £ - 5 20 088
Arcrued expenses 12,024 1,642
Due ta other fupds 135,260 50,204
Due to fiduciary funds - 1,761
TOTAL LTABILITIES 147,284 133,693
FUND BALAWNCES:
Reoserved 40,684 62,667
Unreserved 494,704 445,437
TOTAL FIIND BALANCES 5531388 308 04
TOTAL LIABILITIES AND FUND BALANCES g 698672 £ 6001799
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CITY OF HANCOCK

GENERAL FUND

SCHEDULES OF REVENULS. EXPENDITURES, AND

CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
Year Ended June 30, 2007
With Comparative Actual Amounts for Year Ended June 30, 2006

REVENLIES:
Current taxes:
Property taxes
Perzonal praperty taxes
Penalties & interest on tax
Paymients in liey of tax
Tax administration fees
Total corvent taxes

State and federal revenue:
DCNR prant
Federal Grant
Police training
USDEA Srant
Sales tax
Liquer Lax
Tolal state and federal revenue

Charges for services:
Vanlt service
Burial open and close
Carbage collection
Campground revenue
Beach rental fees
Cilher charpes
Cemelery iots

Totai charges for services

Fines, forfeitures and penalties

Remals:
Interest income
Cemetery interest
Land rents
2 ice rental
Total Rentals

Oither revent:
Hale oF assets
Parks Round-up contribobons
Sand and salt sales
Cable fanchise fee
Remmburseitent
Licetises and permits
iviiscellanecus

Taotal sther revenue

TOTAL REVENUES

BUDGET ACTUAL _  VARIANCE 2006
$ 851300 5 848,684 § 2616 § 753433
62,300 66,430 (3,630) 53,732
5,000 6,679 {1,679} 3,966
18,097 12,539 5,558 14,731
35.150 34,085 1.085 32 437
972,347 958,397 3.950 863,289
- - - 5,704
- . - 85,000
1,448 1,847 (399) 921
- 3,000 {3,000) .
501,600 466,964 34,636 501,101
4380 _ 1376 4 _ 4,349
507,428 476.187 3i.24] 597,071
2,550 2,720 (170) 2,195
12,065 8,550 3,515 10,683
164 Q00 162,794 1,206 13 130
61,506 62,395 (889) 60,852
RO 750 50 1,075
99,86 97,522 2,339 99,001
5572 &.030 F24TRY 27725
346334 342,781 3,573 336,663
3,060 2.144 916 L.2EE
22,610 29,635 (7025} 13,038
1,050 1,266 {216} a1z
483 1,210 (727) 2,385
8.193 7.620 1573 1620
13,336 39,731 (6395) 23,555
£7,3251 87,521 {270} 80,7713
100 182 (82) 73
. 455 (455) 693
19,720 33,900 {14,130} 78,580
5,000 6,217 {1,217 6,906
570 570 - 10,0600
3.496 2916 580 11311
116,137 131.761 {15,624} 138.336
1.978.662 1,961,001 17,661 1,960,902
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CITY OF HANCOCK
GENERAL FUND
SCHEDUJLES OF REVENUES, EXPENDITURES, AND

CHANGES IN FIIND BALANCE - BUDGET AND ACTUAL {CONTINUED?}

With Comparative Actnal Amounts for Yezr Ended Juns 30, 2006

EXPENDITURES:

General povernment administration:
Legislative
{City manager

Planning and professionai services

Clegk
Treasurar
Anaruey
AzsERSDr
Elections

Accounting aad computer services

Board of review
Building and grounds
Cemetery

Total general povernment administration

Public zafety:

Police

Fire

Proteclive inspections
Total public safety

Public warks:
Department of public works
Winter mainteiance
Equipment rental-street lighting
Sidewalks and curbs

Tatal public warks

Sanitation:
Garbape colicetian
Landiil
Spring and fail eleanup
Tolal sanitation

Culture and recreation:
Parks
Water front development
Beach
Catnpground
Ski traiis
Skatinp rinks
Total coltuse and recreation

Year Ended June 30, 2007

BUDGET ACTUAL _ VARIANCE 2006
15,225 14,933 292 11,729
102,230 94,728 7,502 87,411
25,109 24,777 332 14,695
59,769 51,439 8,330 48,845
68,774 49,367 19,407 48,916
9,652 8,087 1,565 11,990
33,220 32,582 618 26,974
12,507 13,595 (1.0688) 8,437
20,000 19,501 499 13,857
1,279 787 492 936
23,434 23,590 (156) 19,693
49,343 46,640 2.703 46063
420,542 380,026 40.516 339.545
560,948 569,291 (8,343) 604,414
71,570 66,983 4,587 717,879
3.000 2 8§90 110 12,500
635,518 639,164 {3.646} 1.334.793
94,944 88,223 8,72 105,442
1,211 13% 490
69,360 91,19} (21,831} 65,422
4,800 3421 579 3,744
169,515 182,974 (13459 175,298
160,001 151,575 8,426 169,276
166,100 87,593 18,507 89415
28,738 19.204 (10.466) 36,404
_ 294.839 278372 16.467 295 095
44,433 29,663 14,770 37,972
2,762 2,186 656 1,978
22,638 17,460 3,288 8411
57021 61,864 {4,843) 60,508
17,308 17,124 184 2,705
6.621 6,539 {18} 5.769
156.833 134,796 16,037 117,343
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CITY OF HANCOCK
GENERAL FUND
SCHEDULES OQF REYENUES, EXPENDITUIRES, ANT
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL (CONTINUED}
¥Year Ended June 30, 2007
With Comparative Actual Amounts for Year Ended June 30, 2006

BUDGET ACTUAL VARIANCE 206
Llebt Service 51500 53.2591 {1,7913 23.970
Inventory sandicalcinm 32.500 37 33 463 -
Gither:
Commuenity promotion 31409 41,253 £9, 8443 45312
Insurance 36.000 35,951 49 36,570
Total other 67,409 77.204 (9.795) £].8872
TOTAL EXPENDITURES 1.822 35 1745 854 76.793 2,332,925
EXCESS OF REVENUES OVER EXPENDITURES 136,006 215,137 {39,131} {412.024)
OTHER FINAMNCING SQURCES {(USES):
Loan proceeds - - - 550,000
Operaling transfers ont {171,853) {171,853y - {174.226)
TOTAL OTHER FINANCING SQURCES (USES): {171.353) {171,853} - 375,774

EXCESS (DEFICIENCY) OF REVENUES AND OTHER
FINANCING SOURCES QVER EXPENDITURES

AND OTHER FINANCING USES g 5847 43,284 5 {50031} {36,250)
FIIND BALANCE, BEGINNING OF YEAR S08.164 544 354
FUND BALANCE, END OF YEAR & 551383 B 508104
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CITY OF HANCOCK
MAJTOR STREET FIIND
SCHIDULES OF REVENUIES, EXPENDITURES. AND
CHANGES IN FUND BATANCE - BUDGET AND ACTUAL
Year Ended June 38, 2007
With Comparative Actual Amounts far Year Ended June 30, 2006

BUBGET ACTITAL VARTANCE 2006

REVEMUIES:

Stole and federal $ 47143% % 60T 5 (89,308 3 486532

Interest 1,206 B43 363 o33

Other revenue 1,010 1,608 2 12.516
TOTAL REVENUES 473.655 562,598 {82943} 480,033
EXPENIHTURES;
General government administration YR LY 32,208 {4.371% 25.631
Highway and streets:

Construction 98,500 217,628 {119,1248) 20,4048

State trunkiine mainténance 244,617 212,980 31,637 215,533

Routing maintenance 41,513 27397 19215 45,365

Traific services 5,870 14,359 {¥,489) 20,692

Snow and ice eantrol 143,306 148,622 £2,728) 115,245

Sweeping and flushing 7.398 &85 6,703 433
Total highway and streets 543.794 616 581 {72787 430.674
TOTAL EXPENDITURES 571,531 648,789 {77,158} 456.305
EXCESS OF REVENUES OVER EXPENDITURES {37,975} {86,151} {11.788) 23718

OTHER FiINANCING SOURCES (USES):
Operating transfers in -

- - 28,263

Operating transfers out (21.084) - 21,084 -
TOTAL OTHER FINANCING SOURCES (USES): {21.084) - £21.024) 38263
EXCESS (DEFICIENCY) OF REVEMUES AND OTHER

FINANCING SOURCES OVER EXPENDITLIRES

AND OTHER FINANCING USES 3 {lis.08m {36,191) £ __ (32.86W 51,981
FUND BALANCE, BEGINNING OF YEAR 23716 (28,2465}
FUND BALANCE, EMD OF YEAR {62475} 3 23,716
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CITY OF HANCOCK
LOCAL STREET FIUUND
SCHEDULES OF REVENUES, EXPENDITURES, AND
CHANGES TN FUND BALANCE - BUDGET AND ACTUAL
Year Ended June 30, 2007
With Comparative Actual Amounts for Year Ended June 30, 2006

BUDGET ACTLIATL, VARIANCE 20086
REVENUES:
Taxes 5 31800 % 90330 % i4?20 3§ 6,222
State and federal - 171,181 {171,181} 172,661
lncome rovenue 4] 126 (485} 41z
Other revenue - 579 (679} 396
TOTAL REVENUES 92,041 262,966 {170,935} 259 883
EXPENDITURES:
General sovernment administation 5940 6,436 {4983 G445
Hiphway and streets:
Construction 71,800 88,730 {16,930) 2,585
Routine maintenance 145,509 F46,599 - 84,990
Traffic services 6,600 RN 585 6,136
Snow and ice control 163,500 163,181 2,339 212,377
Sweeping and flushing 11018 3,335 76583 3966
Total highway and streets 481.517 407,828 £6.309% 319.054
TOTAL EXPENDITURES 407.457 414262 {6.8053 335,499
EXCESS OF REVENUES OVER EXPENDITURES (3154186} {151,296) {164.120) {65,614}
OTHER FINANCING SOURCES (USES):
Cperating transfers in 13,625 B2.541 21084 T 8dd
TOTAL OTHER FINAWCING SOURCES (USES): 113,825 82,541 Z1 (084 Fa B4

EXCESS (DEFICIENCY) OF REVENUES AND OTHER
FINANCING SOURCES OVER EXPENDITURES

AND OTHER FINANCING USER E_[211,791) (68,755 & (143.035) 4,230
FUND BALANCE, BEGINNING OF YEAR - {230
FUND BALAWCE, END OF YEAR i (68.755) ] -
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CITY OF HANCOCK
COMMUNITY DEVELOPMENT BLOCK GRANT FUND-MZD00-0657 (NPT
SCHEDULES OF REVENULES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
Year Ended June 30, 20087
With Comparative Actual Amounts for Year Ended June 30, 2005

Budeel 2007 Varianee 2005

REVEMNUES;

Federal prant g 355,000 & 355812 % 188 % &65,113

Cither revenue 120000 120 457 {431 £3.450
TOTAL REVENUES 476000 476.269 {289) 130,565
EXPENDITURES:

Administration 21,861 65,543 {43,682) 35,270

Canstraction 355,000 420,197 {55_197% -
TOTAL EXPENDITURES 386,851 485.740 {98879} 33,770
EXCESS OF REVENUES OVER FXPENDITURLES B9, 139 {2471y 88.610 85305
OTHER FINANCIMNG SOURCES (LUSES):

Operating transfers in - - - 52
TOTAL OTHER FINANCING SOURCES (USES): - - - 52
EXCESS (DEFICIENCY) OF REVENUES AND OTHER

FINANCING SOURCER OVER EXPENDITURES

AND OTHER FINANCING LISES LY 89,139 {94711 & SESIG 95 347
FUND BALAWNCE, BEGINNING OF YEAR 95 787 4
FUND BALANCE, END OF YEAR s BG.316 8 83, 7RT
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CITY OF HANCOCK
ELEVATION STREET TIFA
SCHEDULES OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BATANCE - BUDGET AND ACTUAL
Year Ended June 30, 2007
With Comparative Actual Amounts for Year Ended June 30, z006

BUDGET ACTUAL VARIANCE 2808

REVENLIES:

Taxes 5 023,102 § 23,102 5 (46204) 5 20,737

Interest {710} 795 £1.5058) 57
TOTAL REVEMIIES (23.812% 23,898 {47.710) 26,794
EXPENDITURES:
General gavernment administration - &0 [10)] 14,316
TOTAL EXFENDITURES -y it {60} 4,316

EXCESS (DEFICIENCY} OF REVENUES AND OTHER
FINANCING S0URCES OVER EXPENDITURES

AND OTHER. FINANCING USES s 2381 23,838 5 {47658 6,478
FUND BALAMNCE, BEGINNING OF YEAR 05,995 39,318
FUND BALANCE, END OF YEAR 5 B3 334 3 65.996
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CITY OF HANCOCK

DEBT SERVICE {BUTLDING AUTHORITY)} FUND
BALANCE SHEETS

June 30, 20687
Witk Comparative Totals at June 30, 2006

2007 2006
ASSETS:
Cash R 1760 & 1.74%
FUND BALANCES:
Reserved 5 1760 & 1,748

G2



CITY OF HANCOCK
DEBT SERVICE (BUIL.DING AUTHORITY} FUND
SCHEDULES OF REVENUES, EXPENDITI/RES, AND
CHANGES [N FUND BALANCE - BUDGET AND ACTUAL
Year Eaded June 30, 2007
With Cemparative Actual Amounts for Year Ended June 36, 2006

BUDGET ACTEHIAL VARIANCE 2805

REVENUES:

Renta! income 5 98300 % g7y = 1,580 £ 98,706

inierest income 249 9 233 16
TOTAL REVENUES 99,041 873229 1.812 98722
EXPENDITURES:

Bond priacipal 31,500 31,000 - 31,000

Bond interest and other expense 67,200 65,220 1,380 67,705

Miscellaneous A0 (3 53 -
TOTAL EXPENWDITURES 98.350 97218 1633 98,705

EXCESS (DEFICIENCY) OF REVENTIES AND OTHER
FINANCING SCURCES OVER EXPENDITURES

AND OTHER FINANCING USES 3 171 11 180 17
FUND BALANCE, BEGINNING OF YEAR 1.749 1.732
FUND BALANCE, END OF YEAR i 1,760 b 1,749

&3



CITY OF HANCOCK

RESIDENTIAL CAPITAL PROJECTS

ABSETS:
Cash

TOTAL ASSETS

LIABILITIESR:
Accounts payable
Accrved expenses
Cue ea other funds

TOTAL LIABILITIES

FUND BALANCES:
Unreserved

TOTAL LIABILITIES AND FUND BALANCES

BATLANCE SHEETS

June 30, 2007
With Comparative Totals at June 30, 2006

2007 2006
F 0 137 3 34,977
5 13147 & 34.977
5 - 5 1,775
831

10,220 -

11,181 1,775

1,986 33,202

5 13147 % 34,977

&4



CITY OF HANCOCK
RESIDENTIAL CAPITAL PROJECTS
SCHEDULES OF REVENUES, EXPENDITURES, AND

CBANGES TN FUND BALANCE, - BUDGET AND ACTUAL
Year Ended June 39, 2007

With Comparative Actual Amounts for Year Ended June 3¢, 2006

QUDGET ACTITAL VARIANCE 2005

REVENUES;
Other revenue:

Lot sales & BloD = 33080 % 48600 % 50,851

Tnterest 500 4i3 E5 24
TOTAL REVEMUES g2.100 33415 48 AE3 50,265
EXPEMDITURES;
(eneral government adminisiration 20,100 16,487 3613 2,123
Comstruction TR 280 48,144 30.138 34614
TOTAL EXPENMDITURES 98,380 64,631 33 749 35,739
EXCEES OF REVENUES OVER EXPENDITURES {i&.280) {31,216) 14,935 13,526

OTHER FINANCING SOURCES (USES):
i

EXCEES (DEFICIENCY) OF REVENUES AND OTHER
FINANCING SCURCES OVER EXPENDITURES

AND OTHER FINANCING USES £ (15284} {31216} § 14,936 13,526
FUND BALANCE, BEGINNING OF YEAR 33,203 19.675
FUND BALAMCE, END OF YEAR 3 1,985 3 33.202
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CITY OF HANCOCK

ENTERFPRISE FUNDS
COMBINING STATEMENTS OF CASH FLOWS
Year Ended June 30, 2007
Parkime Meter  Transit Sewer Waler
Fund Fund Svstemn Sysiem Tol
CASH FLOWS FROM QPERATING ACTIVITIES
Receipls from customers 5 12,532 & 134,717 & 618369 5 333368 5 12935101
Paymenis to suppliers (1.716) {42.863%) (474,504) (302 a64) (B21.747)
Imiernal activily -- receipis (payments) 1 other funds (7,742} (245044 (48,3500 (138,855) (211,682
Payments to cmployces (13.314) {78,603 {41,935) {93,887} (224,741
Oher receipts (payments) 1] Gdd 1] 1,539 10,953
Mt cash provided by operating activitics {1230 {12.591) 33,873 15,270 3134
CASH FLOWS FROM WONCAPITAL FINANCING
ACTIVITIES
Operating subsidies and transfers to other funds 8,278 10,963 {31.258) 83,087 71,070
CASH FLOWS FROM CAPITAL AND RELATED
FINAMCING ACTIVITIES
Capital conlributions o o o U U
Purchases of capital assels i 1} 0 n 0
Sale ol copita! assels 0 0 0 i, i
Principal paid an capital debt ] 1] {10,000y {17,000 (27,000
Inlerest paid on capital dela 0 g {42500 {12 205) {76,453
Met cash (used) by capital and related linancing activitics o & (14.230) {39,205} (103,453}
CASEH FLOWS FROM INVESTING ACTIVITIES
Purcheses of invesiments 0 a {6,023 22,120 (25, 145)
Interest and dividends 39 2535 1319 5.900 13,523
et cash provided by invesling activities 39 235 1,306 (16,222 {14,623
Met {decrease) in cash and cash equivalents 1087 627 0673 {7,070 4317
Balanees — beginning of the yeor 3,024 7468 44.602 16675 170,778
Balances — end of the year S 3116 5  B095 5 54775 §  J09,609 § 175005

Reconcilialion of operating incemc (tass) 1o netcash provided
{used) by operating activities:
Cpemting income (l055) 5 {(FA46) 8 (25572} 5 (586970 5 (70.280) (161.895)
Adjustments ta reconcile operaling income o net
cuash provided {used} by operating aclivitics:

Depreciation cxpense 1] 17,639 9% 3495 105,432 23464

Change in assels and labilities
Receivables, nee 8 24 (1.000 (102) (1,070}
e from other gavermimental unils 1) 0 473 0 473
Imventory 1] 1] (2,807 (4,383 (7.1%5)
Prepaid expenses 0 (7 630 G543
Accounis ahd other payables 1] (2,707 {31, (3,638) (6,684
Bue 10 pther povernmental 4] 1] 8,331 {t4.0le) (3483
Accrued cxpenses 108 32 284 a7 1,061

Met cash provided by operating aclivilies 5 (72303 5 {i0,391) & 33875 8§ 15210 5 31,334
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CITY OF HANCOCK
PARKING METER FUND
EBALANCE SHEETS
June 30, 2007

With Comparative Totals at June 36, 2006

ASSETS:
Curent assels:
Cash and cash equivalents
Accounts receivable
Fixed Assets:
Equipment
Less aceurnulated depreciation & amortization

TOTAL ASSETS
LIABILITIES:
Corrent Liabilites:
Accrued wages payable
Due o other fonds
TOTAL LIABILITIES
FUND EQUITY:

Retained Eaminps

TOTAL LIABILITIES AND FUND EQUITY

2807
b3 316
50

30,893
3,893

5 3,186

275
26

3Gi

_  1B%5

z 3,186

i}

2006

b 2,029
BB

30,893
30,893

5 2117

170
6.670
G.840
(4. 723}
3 _ 2117



CITY OF HANCOCK
FARKING METER FUND
SCHEDULES OF REVENTES, FEXPENSES, AND CHANGES IN RETAINED EARNINGS
BUDGET AND ACTUAL
Year Ended June 30, 2007
With Comparative Actua]l Amounts for Year ended Jupe 30, 2006

BURGET ACTUAL VARIANCE 200
OPERATING REVENUES:
Charges for serviees: & 12.700 3 12,531 & 5o § 10,544
OPERATIMNG EXPENSES:
General administration 30877 18 877 1000 20,408
TOTAL OPERATING EXPENSES 20.877 16 877 1.004 20,408
OFERATING INCOME (LOSE) {3.1773 {7.345) (831} {9,860
NON-OFERATING REVENUES {EXPENSES):
inierest income 50 39 11 41
Cperating transfers in 14,925 14 935 - E385
TOTAL NON-OPERATING REVENUES (EXPENSES) 14.975 14.964 11 B.426
NET INCOME {L{O88) 3 5,798 7.618 % {8207 {1,438)
RETAINED EARNINGS (DEFICIT), BEGINNING OF YEAR {4.723) (3.285
RETATNED EARNINGS (DEFICIT), END OF YEAR E 2.395 3 {4.723%

Ti



CITY OF HANCOCK
SEWER DISPOSAL SYSTEM FUND
BALANCE SHEELTS
June 30, 2007
With Comparative Totals at June 30, 2008

2047 2006
ASSETS:
Current Assets

Cash and cash equivalents L 41,254 LY 31,632

Accounts Receijvabla 70517 &89.317

Drae froin other povemment - 473

inventory 25,843 23,041

Restricted Assets:

ipvestnents 140,217 134,194

Cash 13,024 12,970
Fixed Assets:

Lhility plant in service 5787604 5,787,904

Less accumulated depreciation & amortizaticn f4,544.326) (4444931
TOTAL ASSETS: 3 1534 438 LY 1,622 R0
LIABILITIES:

Current Liabilities:

Acconnts payable b 2497 L ZE16

Accrued expenses 829 333

Due (o other fupds 63,745 495,007

Due to other governmenial units £,331 -

Current malurities on long-term debt 10,600 10,000
Lonp-term Liabilitias:

Revenue bonds payable 55,000 75000
TOTAL LIABILITIES 150,602 183,354
FUND EQUITY:

Retained Earninps:

Reserved 153,238 147,164
Linreserved 1,230.5%0 1352 383
TOTAL FUND EQINTY 1.383 828 1,439,446
TOTAL LIABILITIES AND FUND BALANCES 3 1,534 430 i 1.622 800
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CITY OF HANCOCK
SEWER DISPOSAL SYSTEM FIIND

SCHEDULES OF REVENUES, EXPENSES, AND CHANGES IN RETAINED FARNINGS
BUDGET AND ACTUAL

Year ended June 30, 2007
With Comparative Totals for Year Ended June 30, 2006

BUDGET _ACTUAL VARIANCE 2006
COFERATING REVEMIIES:
Charges for services 8 645346 % 619864 § 25482 3 628,587
Other revenue 120 - 120 i
TOTAL OPERATING REVENUES §45. 466 619,364 23602 628,588
OPERATING EXPEMSES:
General administration - 35,144 {33,144} 33,588
Mcter reading 9,258 {2,258) §.998
OCperations and maimenace - 83,577 {83,577} 15,682
Share of Portage Lake W & § Auth plant expensc - 451,137 (451,187} 409,151
Depreciation 98385 {59.3935) 99,395
TOTAL QPERATING EXPENSES - &78.581 (6785613 057414
OPERATING INCOME {LOS3) 645 455 {58,657) T, 183 {28.326)
NOWN-OPERATING REVENUES (EXPENSES):
Interest income {2,500 1,329 (823} 5,095
interest expense - {4,250} 4,250 {4,750
Operating transfers out - - - -
Crperating transfers in - - - -
TOTAL NON-CPERATING REVENUES (EXPENSES) &.500 3079 3.421 Jd3
MET INCOME {LOSS) T 5651966 (35,618} 8 F01.5E4 (25,481}
RETAINED EARNINGS (DEFICITY, BEGINNING OF YEAR 1.439 446 1. 467.927
BETAINED EARNINGS {DEFICITY, BEND OF YEAR $ 1.383 K2R £ 1439440
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CITY OF HANCOCK
WATER SUPPLY SYSTEM FUND
BALANCE SHEETS
June 30, 2007
With Comparative Totals at June 30, 2006

20067 2008
ASSETS:
Current assets:

Casl and cash equivaleats 5 15,284 5 4,936

Accounts receivable 60,045 59,043

laventory 36,598 532,215

Prepaid expenses - 650
Restricted Assels:

Restricted cash 94,323 93,719

Restricted investmonts 96,217 92,7119
Fixed Assels:

Praperty, plant, and equipment 5,681 3257 5,681 238

Accumulated depreciation £ amortization {3,295.055) (3,188,627}
TOTAL ASSETS 5 270928] § 2796827
LIABILITIES:

Current liabilities:

Accounts payable 5 - 5 1,658

Accrued expenses S {3

D i other furds 404 894 454 808

Croe to other governimental units - X)L

Current maturities on long term debt 25,000 17,000

Lonp-term hiabililies:

Revenue honds payable 1567 562 1,592 562
TOTAL LIABILITIES 2088 020 2 081.98]
FUND EQUITY

Retaiped Earninps:

Reseoved 159,778 186432
Unreseryed 431,483 528408
TOTAL FUND EQLHTY 621 761 Tid4 B4b
TOTAL LIABILITIES AND FUND EQUITY 2709281 3 2,796 8727

e —— e ey
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CITY OF HANCOLK

WATIR SUPPLY SYSTEM FUND

SCHEDULES OF REVENIIES, EXPENSES, AND CHANGES IN RETAINED EARNINGS

BUDGET AND ACTIIAL
Year Erded June 30, 2007

With Comparative Actuzl Ameunts for Year Ended June 30, 2006

OPERATING REVENUES;
3ales and charpes for services
Cither revenue

TOTAL CPERATING REVENUES

OPERATING EXPENSES:
General adminisiration
Meter reading,

Purchase of Water
Cperations and maintenance
Depreciation

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)

NON-OPERATING REVENUES (EXPENSES):

Interest income
Inierest expense
Operating ransfers in

TOTAL NON-OPERATING REVENUES (EXPENSES)

MET INCOME (LOSS8)

RETAINED EARNINGS (DEFICIT), BEGINNING OF YEAR

ADIUSTMENTS TO FUND EQUITY:

Add depreciation on {ixed assels acquired with new capital

RETAINED EARNINGS (DEFICIT), END OF YEAR

BUDGET _ACTUAL _VARIANCE 2006
$ 536032 8§ 332470 8 3,562 § 519,744
11.206 10.339 867 1,445
547238 542,809 4429 571189
84814 85,057 {243} 74,805
3,206 9,268 {(92) 9,611
185,000 172,266 12,734 179,539
208,623 240,036 (31,413) 253307
- 106432 (106432} 106432
487,643 613.089 (i25.446)  621.094
59,595 (70,280 129,875 (99,905)
8,500 5,900 2,600 3,598
(89,633)  (72,205)  (17428)  (72,948)
43.000 43.000 - 43.373
(38.133) (23305} (14,828} (25977
8 21462 (93,585)§ 115047 (i25,882)
714,846 834,238
- 6.490
£ 62136 5 714,846
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CITY OF HANCOCK
TRANSIT FUND
BATLANCE SHEETS
June 30, 2007
With Comparative Totals at June 30, 2006

2007 2006
ABSETS;
Current assets:
Cash E 8,045 B 7468
Accounts receivable 4 G4
Prepaid Expenscs 2,108 2,101
Fined Assets:
Uhality plant i service 89,117 B9 117
Accurmulated depreciation & amortization {83.207) [65.568)
TOTAL ASSETS £ 15,153 E 33,182
LIARILITIES:
Cuprent lizbilities:
Accounts payakle B - 3 2907
Accrued expenses 1,470 1,438
Dne to other funds 240080 40,4324
TOTAL LIABILITIES 21,470 44,569
FUND EQUITY:
Retained sarnings: (531N {11,387
TOTAL LIABILITIES AND FUND EQUITY 3 16,153 g 33,182
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CITY OF HANCOCK

TRANSIT FUND

SCHEDULES OF REVENULS, EXPENSES, AND CHANGES IN RETAINED FEARNINGS

BUIDNGET AND ACTUAL
Year ended June 30, 2007
With Comparative Totals at June 30, 2006

BUDGET ACTUAL VARIANCE 2008
OPERATING REVEMLIES:
3ales and charpes for services L3 000 % 35448 § {44487 § 27,746
State grant 55,590 34,379 1,211 31,850
Federad grant 22,114 24 BB £2,7723 27,230
Other revenue 2,000 20.644 (186041 1.498
TOTAL OPERATING REVENUES 116,704 135.357 {24.653) 108.324
OPERATING EXPEMNSES;
General administration 16,028 17,364 {1,336) 15,835
Operations and maistenance 131,828 125,926 5902 138,621
Drepreciation - i7.639 {17.63%) 17,639
TOTAL OPERATING EXPENSES 147 855 160,929 {13.073) 171.595
OPERATING INCOME (10553) {37,152y {25,372) {11,380) £63,2710
NON-DPERATING REVENLIES (EXPENSES):
Interest income 200 255 (35} 170
Operating transfers in 31.387 31387 - 19.361
TOTAL NON-OPERATING REVENUES (EXPENSES) 31.587 31.642 55} 19.531
MNET INMCOME {1085} i {3.563) 65070 § {11,635} {43,740}
RETAINED EARNINGS {DEFICIT), BEGINNING OF YEAR 11331 32353
RETAINUD EARNINGS {DEFICIT), END QOF YEAR 3 (5317 3 {i1.387)
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CITY OF HANCOCK

INTERNAL STRVICE FUNDS

COMBINING BALANCE SHEETS

June 30, 2007

With Comparative Totals at June 304, 2006

ASSETS:

Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable
Bure from other funds
Inventory
Prepaid expenses

Tatal current asseis

Fixed Assets;

Equipment

Accumulated depreciation & amertization
Tetal Fixed Assuts

TOTAL ASSETE

LIABILITIES:
Current [abilities:
Accounts payable
Le to other funds
Accrued sick and vacation
Acerted wages payabic
Total current habilities

Long-lerm lizhiiities:
TOTAL LIABILITIES

FUND EQUITY:
Relained earnings:
Reserved
Urreserved
Total retained eamings

TOTAL LIABILITIES AND FUND EQUNTY

Totals
Employes Motor (Memorandum Cnlyy
Benchit “ehicie 2007 2006

b4 39612 5 330 5 399562 % 3,733
1,636 1,636 3.612
13,325 1,142 14,467 17,3581
144,595 504,595 643 791 530,552
- 26,709 26,709 13,354
42638 18611 61,233 60.948
2419146 550908 792 824 862,500
- LA 752 1,570,752 1,610,670

- _ (1.390.905) 1,390,905} 1335517
- 179847 172,847 275.153
= 24196 % 730755 ¥ 973671 & 537,743
b3 o181 % - & 2,181 5 14,291
- - - 3,826
159,350 - 135,330 157,437
5,894 718 6,612 7,085
174,435 718 175.143 igl_ 8382
174,425 718 175.143 181 _E39
i,656 - 1,856 3,612
635,835 566.021 631,856 516,593
67.491 566.03] 633,512 320.204

$ 2419168 366719 S

BOBGSS & T02 043

T8
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CITY OF HANCOCK,
INTERNAL SEFRVICE FUNDS
COMBINING STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN RETATNED EARNINGS
Year ended Juoe 3@, 2007

With Comparative Totals for Year ended June 30, 2006

Emplgvee igtor Tatalg
Benefit Yehicle 2047 2006
OPERATING REVEMNLES:
Charges for services LY T44,543 5 539,033 5 1283575 § 1,273,137
Oither revenue 45,839 1,367 48,205 I{13.2438
TOTAL CPERATING REVENUES 791,382 240200 1.331.782 1376385
OPERATING EXPENSES:

General government administration 834 25,981 26,815 27,924
Garage maintenace - 105,334 105,334 103,289
Operations and mainlenzice - 203,833 203,838 202,751
Diepreciation - 102,806 102 806 103,757

Benefit payments:

Payroll {axes 142 664 - 102 004 165,917
Retirement plan expense 110,688 - 100,688 38370
Holiday pay 33,305 - 33305 35,088

Sick pay/personal leave 23,478 - 39,478 47,038
Yacation pay 71,580 - 71,580 FER IR
Workers' compensation insuranes 64,361 - 64351 60819
Hespitalization insurarce 340,727 - 340,727 BT854
Employee life insurance 6,270 - 6,270 6,871
Longevity pay 17,696 - 17.696 17,200
Employee picnic 600 - 00 GO0

Chher - - 4. 370
TOTAL OPERATING EXFENSES 7E7.543 437,959 1.205,.502 1.264 870
OPERATING INCOME {LOSS) 23,839 102,44] 125,280 111,515

MON-OPERATING REVENUES (EXPEMNSES):

Gain on sale of assets - 5 a0 35,745

interest income 814 286 1100 788

Interest expense - {14,122} 14,122 {7,753)

Operating transfers out - - - -

Operating transfers in - - - -

TOTAL NON-QPERATING REVENUES (EXPENSES) 814 {13,780} {12,972 38780
MET INCOME (LS8} 24 653 38,655 113,308 140,285
RETAINED EARNINGS (DEFICIT), BEGINNING OF YEAR __ A2B3R 477.366 320204 375,909
RETAINED EARNINGS (DEFICIT), END OF YEAR 3 67431 8 366001 S §33.51 2 B 530204
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CITY OF HANCOCK

INTERNAL SERVICE FUNDS
COMBINING STATEMENTS OF CASH FLOWS
Year Ended June 30, 2007
Employee ilotor
Benefit Vehicle Talal
CASH FLOYWS FRGM OPERATING ACTIVITIES
Reesipls from customers s TN G5 0
Paymenls 1o suppliers -T68.314 «IBT 653 -[,053,260
Imtemal aclivily — reccipls {payments) to oller funds Fdd 543 509,631 1,254,174
Payments 10 employess D98 -35,639 -34.6:4 1
Oeher receipls (paymenis) 49,763 L3567 31,130
Met cash provided by operating activitics 26,990 187,704 214,694
CASH FLOWS FROM WONCAFITAL FINANCING ACTIVITIES
Operaling subsidics and trarsfers 10 other lunds -4. 178 -117.087 -121.265
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Capital Contribulions L a n
Purchases of capilal pssels ] -1.500 =7.500
Sale of capilol assels 0 50 30
Principal paid on copital debt ] -71,684 -71,684
intercst paid on capilal detn 0 -14.132 -14.123
Med cash {used} by capital and relaled financing activites 0 -33.236 -93,755
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases ol investments 0 0 0
Interest and dividends Bi4 286 110D
Met cash provided by investing activitics 814 286 11040
Met (decrcase) in cash and eash cquivalents 23,635 -22.353 1,273
Bolances — beginning of the year 17,642 22,101 4¢.343
Balences — end of Lhe year b 41,768 3 [ 11,618
Reconciliation of opetaling income (lass) W net cosh provided
(used) by opuroling activilies:
OCperpiing income (loss) b 231839 % 102441 % 126,280
Adjustmunts w0 reconcile aperling income 1o net
cash provided {used} by operating activitivs:
Deprecialion cxpense 0 102,806 102 206
Changg in assels and liabilicies
Ruceivables, net 2924 0 1524
Bue fom glher pavernmeatol unils 0 n {
Inventory o -13,355 -13,335
Frepaid cxpenses 592 M| -9
Accounts and other payables -179 -4 03] -3 10
Crue 1o oiker govemimeniol units 0 o 0
Acerued expenses 998 442 1340
Net cash provided by operaling activities $ 26,950 § 187,704 § 214,694

B0




CITY OF HANCOCK

EMPLOYEE BENEFIT FUND

SCHEDULLES OF REVENUES, EXPENSES, AND CHANGES IN RETAINED FARNINGS

BUDGET AND ACTUAL
Year ended June 30, 2007

With Conmparative Actual Amounts for Year ended June 30, 2006

—— e e e A AN T AR IR I R A EY

BUGGET  ACTUAL VARIANCE 2006
OPERATING REVENLIES:
Charpes for services b BIT2B0 5 744543 § 72,937 % 762 893
Other revenne 38.603 46 8309 {B.238) 9E63]
TOTAL OPERATING REVENUES B55,883 731.382 64,501 861,529
EXPEMSES:
General povernment adotinistration 2,006 234 1,172 2,263
Beneht payments:
Payroll laxes 105,181 102 844 3,077 105,917
Retirement plan expense 187,100 100,688 G412 BN
Heliday pay 33,813 33,305 508 35,088
Sick pay/personal leave 37,454 20478 71976 47,038
Vacalion pay T0,747 71,580 ERES 73,012
Worlkers' compensation insurance 51,000 a2 361 {13361% 60,319
Haspitalization insuranes 342,500 140,727 1,793 387,634
Employee life insurance 6,000 6,278 £270% 6,871
Longevity pay 17,697 17,6958 1 17,200
Employes picnic 724 600 124 GO0
Other 4,344 4344 4,370
TOTAL OPERATING EXPENSES TIE 566 767.543 11,033 £} 4032
OPERATING INCOME (LOSS) 77317 23,339 53478 37022
NON-OPERATING REVEMUES (EXPEMSES):
Gain o0 sale of assuls - " - -
Interest income FLi] gi4 (114} Sk
inkerest expense - - -
Cperating transfers out - - -
Operating transfers in - - - -
TOTAL NON-OPERATING REVENUTS (EXPENSES) 70D 814 114y 344
NET IMCOME (L.OSS} & 78,017 24653 % 53,364 32,666
RETAINED EARNIMGS (DEFICIT), BEGTNNING OF YEAR 42,838 10,172
RETAINED EARNINGE (DEFICIT), END 0F YEAR b 57,491 5 42 K38
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CTTY OF HANCOCK

MOTOR VEHICLE FUND

SCHEDULES OF REVENTIES, EXPENSES, AND CHANGES IN RETAINED EARNINGS

BUDGET AND ACTUAT
Year ended June 30, 2007

With Comparative Tolals for Yerr ended June 30, 2406

OPERATING REVENUES:
Charpes for sarvices
Other revenue

TOTAL CPERATING REVENUER
OPERATING EXPENSES:

CGeneral govemment administration
Garape maintenance

Operations and maintenance
Depreciation

TOTAL OPERATING EXPENEES

GFERATING THCOME (LOES)

NON-OFERATING REVENUES (EXPENSES):

Gain on sale of assets
Interest incomy
Interest exponse

TOTAL NOMN-CPERATING REVENUES (EXPENSES)

NET INCOME (LOSS)

RETAINED EARNINGS {DEFICIT), BEGBINING OF YEAR

RETATNEDR EARNINGS (DEFICIT), END OF YEAR

82

BUDGET ACTUAL VARIANCE 2006

= 1L 463 F 539033 F 1,650,496 510 2
1. 50 i.367 2 B67 4.617
512863 540 400 1053363 514.851
26,008 25,081 52,979 25,661
104,362 105,334 00 685 103,285
PRI 203,838 467,698 202,751
- 102 B 102,805 163.767
395,221 437 8589 B13.180 435,468
17,742 12 441 2200183 79,303
3,121 50 i 33,745
955 286 1,251 244

{72 828} {14,133} 26,050 {1.753})
(68,742} {13 7EA}) £82,528) 28236
oS 49 664 BEG553 & 137.655 107,629
A77 366 369737



CITY OF HANCOCK
CEMETERY PERPETUAL CARE TRUST FUND
SCHEDULES OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS - BUDGET AND ACTUAL
Year ended June 30, 2007
With Comparative Actual Amounts for Year ended June 30, 2005

BUDGET _ACTUAL VARIANCE 20046

OPERATING REVENUES:

her revenue i 5067 % Tii s 5842 % 1925

TOTAL OPERATING REVEMUES 3,067 775 5.842 1,975
OPERATING EXPENSES:

General government administration 242 - 242 -

TOTAL OPERATING EXPENSES 242 - 242 -
OPERATING INCOME (LOSS) 4,825 775 5,600 1,925

NON-GFERATING REVENLIES (EXPENSES):

Iplerest income 3 30 4,978 8478 3.7EG
TOTAL NON-GPERATING REVENUES (EXPENSESD) 3500 4,978 8478 3786
MET INCOME (LOSS) ) B335 3,753 3 14,078 5711
RETAINED EARMINGS (DEFICIT), BEGINNING OF YEAR 158,063 152.352
RETAINED EARMINGS (DEFICIT), END OF YEAR 5163815 & 158.063
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TRANSIT FUND SUPPLEMENTAL INFORMATION




CITY OF HANCOCK

TRANSIT FLIND

MDOT-PASSENGER TRANSPORTATION DIVISION
OPERATING REVENUE

For the Year Ended June 30, 2007

Farebox receipts- passenper fares
Cantraci Fares

State Cperating Assislance
Federal Scction 5311

Federal RTAR

interest income

Total Operating Revenue

a7/0/08 10431708
through through
09/30:/05 06/30/07 Total

g £,922 T 26,493 3 33,415

105 540 645

12,216 56,938 70,154

0 15,648 15,648

BT 2,638 3,528

22 233 235

b 23,135 5 13510 5 125645
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CITY OF HANCOCK

TRANSIT FUND

MDOT-PASSENGER TRANSPORTATION DIVISION
COMPUTATION OF STATE AND FEDERAT, QPERATING ASSISTANT

For the Year Ended June 30, 2007

07/01/6 1040 1/56
through Through
NON URBAN AREAS Q%30/06 06/30/07 Tatal

STATE OF MICHIGAN
Total Bligible Expenses = 31,573 5 155,922 191 895
Reimburzement Rate % 392.9234% 39.2546%
Elipible operating aszistance 3 12,765 B 682,777 73,541
FEDERAL SECTION 3311
Tatal Eligible Expenses 5 31,973 5 159,922 191,855
Reimbursement Rate %% 12.46000% 15.0000%
Eligible operating aszistance 3 3,965 3 33,988 7,953

87



CITY OF HANCOCK
TRANSIT FUND
MDOT-PASSENGER TRANSPORTATION BIVISION

MITLEAGE DATA REPORT (UNAUDITED)

For the Year Ended June 30, 2007

Quarter Ending: hdites
September 30, 2004 7,159
Drecember 31, 2006 18499
tarch 31, 2007 16,047
Tune 30, 2007 17,092
Tolal Miles 48,837
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Bruce A Rukkila, CPA, PC for rﬁ‘é’l(i‘?@%tygg_eﬁﬁéﬁﬁazq
310 Shelden Avenue » Houghton Ml 49931 %

{008) 482-6801 - Fax: {906) 482-59046
e-mail: hetp@hbrucerukkila.com
www.brucerukiils.com

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REFORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorabie Mayor and Members of the City Council
Clty of Hancock

Hancock, Michipan

We have audited the financial statements of the governmental activities, business-type activitics, each major fund, and the
aggregate remaining fund information of the City of Hancock as of and For the year then eaded Yune 38, 2087, which
caliectively comprise the City of Hancock’s basic financial statements and have issued our repori thereon dated December
12, 2807. We conducted our audit in accordance with auditing standards peneraliy nccepted in the United States of

America and the standards applicable to financial audits contained in Government Auditing Standards, isseed by the
Compirolier General of the United States.

Complispee and Other Matiers

As part of obtaining reasoneble assurance sbout whether the City of Hancocks financial statements are free of material
misstatement, we petformed tests of its compliance with certain provisions of laws, regulations, conitracts, and prants
agreements, noncompliance with which could have a direct and material effoct on the determination of financial staternent
amounts. However, providing an opinion on compliance with thase provisions was not an objective of our andit and,

accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are
required to be repored under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing owr audit, we considered City of Hancock's interna) contral over financial repotting as a basis
for designing owr auditing procedures for the purpose of expressing our opinions on the financial statements, but not for
the purpase of expressing an opinion on the effectiveness of the City of Hancock's internai control over financial reporting.

Accordingly, we do not express an opinion oo the effectiveness of the City of Hancock’s internal conizol over financial
reporting,

A coatrol deficiency exists when the design or operation of a control does not aflow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstaternents on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the City of Hancack's
ability to mitiate, avthorize, record, process, or report financial data relisbly in accordance with generally sccepted
accounting principies such that there {5 more than a remote likelihood that a misstatement of the City of Hancock's

financial statements that is more than inconsequential and will net be prevented or detected by the City of Hancock's
internal controf,

A material weakness is 2 significant deficieney, or combination of significant deficiencies, that results in more than a

remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the City
of Hancock’s internal gontrol.
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Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and would not nceessarily identify all deficiencies in internal control that miglit be significant defieiencies

or material weaknesses. We did nol identify any deficiencies in internal control over financial reporting that we consider
to be material weaknesses, as defined above.

This report is intended solely for the information and use ol the city’s Board, management and federai awarding agencies
and pass-through entities and is not intended to be and shoeld not be used by anyone other than these specificd parties.
However, this report is & matter of public record and its distribution is not limited.

‘-,61&{_1 /4. Wm; CPAJ- PC:

December 12, 2007 Certified Public Accouniants
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310 Shelden Avenue + Houghton M| 46531
{906} 482-6601 - Fax: {S06) 482-9046
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www. brucerukkila com

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MATOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CTRCULAR A-133

Honorable Mayor and Membess of the City Council
City of Hancock
Hancack, dichigan

Compliance

We have audited the compliance of the City of Hancock with the types of compliance requirements desenibed inthe U8
Office of Management and Budget (OMB} Circalar A-133 Complianee Supplement that are applicable o each of its major
faderal programs for the year ended June 30, 2007, The City of Haneock's major federal programs are identified in the
sumrery of auditor's results section of the accompanying scheduie of findings and questioned eosts, Compliance with
the requirements of laws, regulations, contracts, end grants appliceble to each of its major federal programs is the

responsibility of the City of Hancock's management. Our responsibility is to express an opinion an the City of Hancoek's
compliance based an our avdit.

We conducted owr audit of compliance in acoordance with auditing standards generally accepted in the United States of
America; the standards applicable to finencial audits contained in Government duditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Frofit
Organizations. Those standards and OM®B Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance sbout whether noncompliance with the fypes of compliance reguirements referred to above that could have a
direct and material effect on a major federal program occurred. Ap andit includes examining, on a test basis, evidence
about the City ofHancock's compliance with those requiremnents end performing such other procederes as we congiderad
recessary in the ciroumstances, We believe that owr audit provides a reasonable basis for our opinion. Cur audit does not
provide & legal determination on the City of Hancock's compliance with those requirements.

In cur opinion, the City of Hancock complied, in all material respects, with the requirements referred to above that are
gpplicable to each of its major federai programs for the year ended June 30, 2007, However, the resuits of owr auditing
procedures disclosed instances of noncompliance with those reguirements, which are required to be reported in accordance

with OMB Circular A-133 and which are described in the accompenying schedule of findings and questioned cpsts a5
itemns 1 and 2.

Internal Control Over Comphiance

The managernent of the City of Hancock is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, repulations, contracts, and grants applicable to federal programs. In planning and
performing our audit, we considered the Cily of Hancock's internal contrel over compliance with requirements that could
have & direct and material effect on a major federal program in order to determine our auditing procedures for the purpose

of expressing our opinion on compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133,
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A control deficiency in an entity’s internal control over compliance exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their assigned functions, to prevent or detect
noncompliance with a type of compliance requirement of a foderal program on a timely basis. A significant deRciency
15 2 control deficiency, or combination of control deficiencies, that adversely affecis ihe City of Hancock®s ability to
administer a federal program such that there is more than a remote likelihood that noncompliznce with a iype of

compliance requirement of a federal program that is more than inconsequential and will not be prevented or detected by
the City of Hancock’s intemal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits in more (han 2

remote likelihood that @ material noncompliance with a type of compliance requirement of a federal program will not be
prevented or detected by the City of Hancoek’s internal control,

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this
section and weuld not necessarily identify ali deficiencies in internal control that might be significant deficiencies or

material weaknesses. We did not identify any deficiencies in internal control over financial repoiting that we consider
to be material weaknesses, as defined above.

Schiednle of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities,each major fund, and
the aggregate remaining fund information of the City of Hancock as of and for the year ihen ended June 38, 2807, and have
issued our report thereon dated December 12, 2007, Cur audit was performed for the purpose of forming our opinions
on the financial statements that collectively comprise the City of Hancock’s basic financial statements, The accom panying
schedule of expenditeres of federal awards is presented for purposes of additional analysis as required by OMB Circular
A-133 and is not a required part of the basic financial statements. Such information has been subjecied to the anditing

pracedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in ali material respects,
in relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of the city’s board, management and federal awarding agencies
and pass-through entitics and is not intended to be and should not be used by anyone otiter than these specified parties.
However, this report is a matter of publi¢ record and ils distribution is not limited.

“LBrsee A M@;Cﬂﬂ, PC

December 12, 2007 Certificd Public Accovniants
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CITY OF HANCOCK
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended June 30, 2007

CFDA Federal
Federal Grantor/Pass-through Granter/Program Title Nunother Expenditures

Department of Homeland Security
Commercial Equipment Direct Assistance Program 57.008 I 3,000

Michigan Slate Housing Deveiopment Authority
Rental Rehabilitation Grant 14228 155 812

LS. Department of Housing and Urban Development-State Programs
Pags-through programs from:
State of Michipan - Grant Froject - MSC - 201057

Section 5311 147,228 124264

U.5. Department ot Transportation - Federal Transit Administration
Pass-through programs from:

State of Michigan, Michigan Department of Transpertation

Seclion 3311 20509 24016
RTAP 20.309 870
Total expenditures of federul awards 5 507.962
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CITY OF HANCOCK
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2007
SECTION I - SUMMARY OF AUBITOR'S RESULTS
Financial Stotenments

Type of auditor’s repost issued:

internal Contro] over financial reporting:
. dMaterial weakness{es) identified?
. Reportable condition(s) identified that are not considered to be material weaknesses?

Moncompliance matertal to financial statemnents noted?
Federal Awards
Internal control over major programs:

" Material weakness{es) identified?
. Reportabie condition(s) identified that are not considered {0 be material weaknesses?

Type of auditor’s report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported in
accordance with section 520{a} of Circolar A-1337

Identification of major programs:
Mame of Federal Program

Michigan State Housing Development Auvthority
Rental Rehabililation Grant

Dollar threshold used to distinguish behween type A and type B programs:

Auditee qualified as low-risk auditee?

SECTION IT - FINANCIAL STATEMENT FINDINGS - No matters were reporied.
SECTION Il - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS.

Finding #1

Uangualified

No
MNone Reported

Mo

No
MNorne Reported

Ungualified

Mo

CFDA Number

14228
$300,000

Yes

Comment - City of Hancock officials/personnel or NCI, third party administrators did not attend any
MSHDA required Rental Rehabilitation or Grant related training. The training requirements are designed

to keep grantees informed about changes in federal/state guidelines and best practices.

Recommendalion - It is expected that City of Hancock officials/personnel or NCI, third party administrators
attend the next available Rental Rehabililation training oftered by MSHDA i the spring of 2608 in

Gaylerd, Michigan. The training calerdar is available on the foilowing web site, wiiv. miltac.ore.

Response - NCI, third party administrators will attend the class being offered in the spring of 2008 in

Gaylord, Michigan, if no classes are offered prior to that at a closer location.
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CITY OF HANCOCK
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
{Continued)
For the year ended June 30, 2007

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Coxntinued)

Finding #2

Comment - The City of Hancock held project advancements for over and beyond the time allotted by U.S.
Department of Housing and Urban Development (HUDY) and MSHDA guidelines. Grantees may request
a disbursement equivalent to 60 days working capital for projects and/or administrative costs. I funds are
held longer than 60 days, it will result in 2 monitoring finding (Policy Bulictin #2).

Recommendation - The City of Hancock will expend all remaining project advances within 20 days of this
monitoring letter and submit an explanation letter deseribing why funds were held over and beyond this

required timie line. Additionally, submit to MSHDA a grant expenditure spreadsheet of accounts and
acknowledgment of understanding, Policy Bulletin 2,

Response - A letter will be written explaining why funds were held over. A grant expenditure spreadsheet
ofaccounts and acknowledgment of understanding Policy Bulletin 2 has already been submitted to MSHD A
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CITY OF HANCOCEK
NOTES TO THE SCHEDULE OF EXPENITURES OF FEDERAL AWARDS
June 30, 2007

NOTE A - OVERSIGHT AGENCY

The U, 8. Department of Agriculture is the current year's oversight agency for the single audit as determined by the agency
providing the largest share of the City’s expenditures of federal awards.

NOTE B - BASIS OF ACCOUNTING
The Scheduie of Expenditures of Federal Awards has been prepared on the accrual basis of accounting,
NOTE C - SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS RECONCILIATION

A reconeiliationofexpenditures on the Schedule of Expenditures of Federal Awards io federal revenue recognized on page
93 of these lnancial statements is $637,890.

Federal Awards are reported in the financial staternents as follows:

General Fond;

Commercial Equipment Direct Assistance Program  § 3,000
CDBG Fund:

fenlal Rehabilitation Grant 135812
Major Street Fund:

Section 5311 124,264
Transit Fund;

Seetion 5311 24018

RTAP 270
Taotal Transit 24,888
TOTAL 5 507,952
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COMMENTS AND RECOMMENDATIONS LETTER

Honorable Mayor and Members of the City Council
City of Hancock
Hancock, Michigen

In connection with our audit of the financial statements of the City of Hanceck, for the year ended June 38, 2007 the

following concems regarding the accounting records, pracedures, and internal aecounting contrel structure came to our
attention and are presented for your consideration.

Our comments are based upon conditions roted during our audit and are sot intended to be ali inclusive, These comments
are submitted as constructive suggestions to assist you in strengthening controls and procedures.

Public Act 621 - Budpet Over Expenditures

Public Act 621 of 1978, as amended, prohibits expenditures in excess of budgeted appropriations. Instances of violations
of these provisions are readily ascertainable from the financial statements and the accompanying information,

Fublic Act 275 of 1986

The City had 2 fund balance deficit as of June 30, 2007 i the Major Strest Fund, Local Street Fund, and the Transit Fund
in the amount of $62,475, 568,755, and 85,317 respectively.

We recommend that the Council monitor the fund balances of ali fonds more closely end take steps to avaid such deficits
as necessary. In accordance with Fublic Act 275 of 1980, the City must formuiate and file a deficit elimination plan (DEF)
with the State Treasurer to correct the deficit situntion. This DEP must contain: {1) a copy of current trial balances
showing the deficit eliminated; (2} copies of Council resolutions Bpproving operating transfers used te climinate the

deficit; and (3} a projected budget, approved by the Conncil, itemizing the revenues, expenditures and the changes in the
fund balance,

Staternent on Auditing Standards {(SAS} No. 112

Those charged with goveraance is defined as, “the person(s) with responsibility for overseeing the strategic direction of
the entity and obligations related to the accouniability of the entity.” This includes overseeing the financial reporting and

disclosure process, In smaller entities, such as the City of Hancock, those charged with governance may he the same
people.

SAS No. 112 states that those charged with governance need to have the necessary accounting expertise and competence
with respect to financial statement preparation. They must be able to prevent, detect, and corect a potential misstafement
in the financial staternents, In order to eliminate control deficiencies, significant deficiencies, or material weaknesses,

the district should review their internal control, segregation of duties, and management’s ability to prepare financial
statements,
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Sepresation of Duiies

General principles of internal control call for segregation of the functions of recording transactions, authorization of
transactions and custody of assets.

We advise that someone independent of the cash receipts and depesiting duties, trace the written receipts to the bank
deposit and bapk statement and alsg prepare the monthiy bank reconciliations. At the minimum, a city manager would
review all bank siatements on a monthly basis.

Transaction Procedures

In the process of reviewing and testing internal controls it was noted that the flow of documentation in various areas is
camplex and it is time consuming te follow a transaction through the system from beginning to end. it also appeared as
though the flow of documentation is only known by the clerk. With a complex system and limited knowledge of the Flow
of documentation by employees, the City of Hancock is susceptible to errors and fraud.

We recomumend that the City of Hancock analysis the flow of documentation in arder o simpiify peocedures and possibly
relieve staff of unnecessary steps.

We would like to thank the administrative s1aff for the cooperation we received during our pudit. 'We appreciate the

opporiunity to present these comments and recommendations for your consideration and we are prepared to diseuss them
at your convenience.

Tt has been a pleasure to provide audit services ta the City of Hancock, Management was prepared for the audit, providing
us with ali supporting documents requested. Management was friendly, conscicntious and very helpful.

We appreciate your business, thank you.

Baiiee A. Bukiita, CFR, PC

December 12, 2007 Certified Poblic Accountanis
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